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GOVEUNMBNT OF INDIA 


FISCAL COM(VnSSION 


Q. I. 
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Q.3 

Q.4. 


Q. 6. 


Q. 0 


Q 7. 


Qa 


Questionnaire 

TAKT I 
Section A (i) 

Iniroditciory — Changes in the /iV-nnout/c ZJ.io/ri/iot/jKi s/nce 1922-23 

"Do you consider that the economic background in tlie country has so 
altered since the Indian Fiscal Commission reported in 1922 that it 
necessitates a fundamental change in the approach to the problems with 
which the present Commission is concerned? 

.Y’l' 'w principal changes in our agricultural situation in rea- 

pect of (a) production, (b) consumption, and (c) international trade in 
agricultural commodities? 

changes affected or are likely to 
affect m future, the pace and direction of our industrial progress? 

In" i" our agriculture and mining that 

fnteusified irdusWalisTon?" "f 

What are the main directions in which our industrial development has 

p gresset since the Indian Fiscal Commission reported in 1922? Please 
pve your appreciation of the same. 

'O'lostrial development still falls short 

“uud:rth:io"nowinrs:"‘^^ 

(a) Lines of manufacture which you consider essential ; 
fb) Volume of production; 

(c) Overhead and operative costs; 

^d) Quality of management; 
fe) Supply of capital; 

(fj Availability of raw material, fuel and power; 

(g) Availability of high grade technical ability; 
fh) Supply of skilled and unskilled labour; 

(i) Efficiency of labour. 

'b) What should be the relations between- ’ 

f.) small-scale and cottage industries and agriculture; and 
f.) sman scale and cottage industries and large-scale industries*^ 

l-e a .gniCt ro. 

circumstances and (b) in the long run? (a) under present 

17MofC. 


Section A (ii) 

Q. 9. Please enumerate the small-scale and cottage industries which you 
would like to develop — 

(a) as subsidiary to agriculture; 

(b) as supplementary to large-scale industries; 

(c) as other independent units of production. 

Q 10. Which cottage industries you consider specially suited for export pur- 
poses? 

Q 11. Do you consider that protection to large scale industries has in any way 
affected small-scale and cottage industries? If so, please state how 
and to wliat extent they have been so aSected. 

Q. 12. Wliat in your view are the main handicaps from which small-scale and 
cottage industries suffer at present? What steps would you recom- 
mend for the removal of -these handicaps— particularly with regard to— 

(a) the supply of raw material; 

(b) supply of technical skill; 

(c) their technique of manufacture; 

(d) their structure and organization; 

(e) supply of finance; 

(f) marketing facility; 

(g) any other form of assistance; and 

(h) possible competitiou with large-scale industries? 

Q. 13. What steps should be taken to ensure that the interests of small-scale 
and cottage industries are safeguarded, when trade agreements with 
foreign countries are negotiated? 


Section B 


Policy of discriminating protection and its application since 1923 

Fiscal Commission. — In recommending a policy of discriminating protection, 
the Indian Fiscal Commission of 1922 had observed that discrimination should 
be exercised in the selection of industries for protection so as to make the 
inevitable burden on the consumer as light as was compatible with the due 
development of industries. Accordingly, the Commission laid down that an 
industry, seeking protection, should satisfy the foUowmg three conditions; — 

(1) It must be one possessing natural advantages such as an abundant 
supply of raw material, cheap power, a sufficient supply of labour 

and a large home market; 


(2) It must also be one which, without the help of protection, either. 

is not likely to develop at all, or is not likely to develop so rapidly 
as is desirable in the interest of the country; and 

(3) Finally it must be proved that the industry will eventuaUy be able 
^ to face world competition without protection. 

The Commission also recommended some "supplementary measures" suob 
as appropriate railway rates policy, reduction of coastal shipping rates and anti- 

dumping measures. 

To implement the above policy, the Commission recommended the consti- 
tution of a permanent Tariff Board. 
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•J. Protection granted between 1924 - 39 . — The Government accepted the main- 
recommendations of the Commission but instead of appointing a permanent 
Board appointed ad hoc Boards for the investigation o£ tlie claims of protection 
to different industries as and when necessary. The first Tariff Boiird was 
appointed in 1923 to enquire into the claims of protection to the Steel industry. 
Between 1924 and 1939, about 50 cases were refened to the Board for investi- 
gation. It included fresh applications for protection, applications for the conti- 
nuance and revision of protective duties, removal of duties on raw materials and 
adjustments of tariff inequalities. In 1939 the following eight industries were 
under the protected list: — 


1. Iron and Steel. 

2. Cotton Textiles 

3. Sugar. 

4. Paper 

5. Magnesium Chloride. 

6. Sericulture, 

7. Gold and Silver Thread and 

9. Artificial Silk and Cotton and Artificial Silk Mixed Palmes. 


During the la^t war protection to these industries was continued under the 

S ir . ‘^o^tmuation Act. In 1947. on the recommendation of the 
Tariff Board, protection to Iron and Steel. Cotton Textiles and Paper industries 
was withdra^. In 1949, Gold Thread and Magnesium Chloride industries ako 

r Tv'Tt /""""loon *^6 industries which were 

in the protected list before 1939 only sericulture, artificial silk and mixed 

fabrics and sugar industries still remain in it. 


•• 

3. Safeguarding of Industries Act.— In 1932-33,' the Government of Inrli'i' 

numerous small industries asking for tariff pro 

imported at such abnormally low priLs as to threaLn tb'"” 

lished industry. No action . the existence of an estab- 

under this Act as it was* later discovered^tha? Japanese imports' 

provisions of the Indo^JapaLsr 

decided to impose the st^dard rate of snccifiJ^,? Government, therefore, 
existing ad valorem duties on ^1 such duties, msteod of the then 

abnormally low prices, and the Indian Tariff ^ ^ j iniported at 

passed ac^rdingly. firing the amounT^^^^ Amendment Act. 1934. was 

view was to restore as far as possible the fair^ specific duties the object in 
prevailed in the period before the depreokLn of“hTyen^® conditions which 

many iXtrit“^r6lJablfehed‘’rn India '^“As“‘ea 

merw Member announced on the floor of th^ 1940, the Com- 

riSfb® would be protec^^? and^tb* 

-ded they were oeganiaed on sound hues.’’ In tprif rv^nf^of 
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was constituted for a period of two years to investigate into the claims for pro- 
tection or assistance to uar-tifne industries. The terms of reference w'ere as • 
follows; — 

Tariff Board, 1945, and Terms of Reference. — (1) That it (industry) is 
established and conducted on sound business lines; and 

(2) (a) that having regaid to the natural and economic advantages 
enjoyed by the industi-y and its actual or probable cost it is likely, 
within a reasonable time, to develop sufficiently to be able to 
carry on successfully without protection or State assistance; or 

(2) (b) that it is an industiy to which it is desirable, in the national 
interest, to grant protection or assistance and the probable cost 
of such protection or assistance to the community is not excessive. 


As the long term taiifl policy of the Government had not been finally decided, 
the Board was to recommend protection as an interim measure for a period not 
cxce?ding three years. 

i). Tlie total number of cases which were referred to the Board was 49. 
Within a period of 18 months, it reported on 42 cases including four cases of 
yulnstries which were protected before the war and whose claim for continuance 
of ]>rotection tlu* Board was asked to examine. 

0. Tarifi Board, 1947.~Tn November. 1947. the Board was reconstituted for 
a period of three years with the following two additional functions: — 

(i) to report to Government as and when required, factors that lead W 

increase in the cost of production of Indian manufactured goods 
as against imported articles; and 

(ii) to advise Government as and when required on measures whereby 

internal protection may be secured on the most economical basis. 

Burin" tiie period 1047-49. the Board was asked to examine the claim for 
nrotertion of those industries which had not yet been fully examined by the 
pn-vimis Board and also a few new cases. The Board was asked to examine the 
need for continuance of protection to pre-war protected industries Nvhich were 
Still in the protected list and sis.;, to the war-time industries the period of whose 
protection was due to expire in 1949. Buring this period, the Board also under- 
took four important price enquiries. At present, there are about forty Indus- 
trie'^ in the protected list. 

7, As more and more industries came under the protected list. Gove^- 
ment cons’derod it necessarv that continuous watch over the piogress of pro 
toM imlMsuie. should be kept by tbe Board. Aceo.r ingly a resolu Jon 

was issued on 6tb .\ugust, 1948 in which Tariff Board was auB.oriscd to conduct 

enquiries as and when necessary on the effect of ‘’f ige 

n^elns of assistance granted and advise Government the 
ot innditvins tlif protection or assistance granted In th.s resolution the 
ing juMition'al luiifii'ms w.-re also given to tlie Board: — 

Additional Functions of the Tarifi Board.-(l) to enquire as and when 
required bv Government, into the cost of production 
, noditv produced in the country and to determine its wholesale. 

retail nr other prices, and to report on the same; 

to recommend to Government, as and when required, measures 
^ neceSary for the protection of India’s industries from dumpin, 

from abroad ; 
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(3) to undertake studies, as and when necessary, on the elfeels of 

ad valorem and specific duties and tariff valuations on various 
articles and the effects on tariff concessions granted to other 
countries; and 

(4) to report, to Government, as and when necessary^ on combinations, 

trusts, monopolies and other restraints on trade, which n ny tend 
to affect the industries enjoying protection by restricting produc- 
tion, or maintaining or raising prices and to suggest ways and 
means of preventing such practices. 

Q. 14. The Fiscal Commission appointed by the Government of India in 1921 

recommended "that discrimination should be exercised in the selection 

of industries for protection, and in the degree of protection ;.ri. ided, so 

as to make the inevitable burden on the community as light as is 

consistent with the due development of industries". On the sirengtb 

of this basic principle the Coinnussiou decided that an industry seeking 

protection or assist-ance should satisfy the tliree conditions enumerated 

in paiagraph 1 of the note, l^esides tariff pi-otcction tlie Commission 

recommended also certain non-fiscal measures. Are vou satisfied that 

the policy recommended by the Commission was fuUv implemented 

between 1923-1939? If not. please enumerate the main deviations from 
the iiohcy. 

Q. 15. Do you find any defects in the working of this policy? If so. please 
give detaiU with suitable examples. 

Q. 16. Do you agree with the specific conditions laid down by the Commission 
t at noimaIl,\ protection should be accorded to an industry onlv if the 
conditions ivien-ed to in Q. M are satisfied? 

measuivs" for the p.olrc(ioi> 

Chan^i Viri or ft. ■ recommended by the Commission in 

Chapter MIT of their Beport were adequate and well conceived? 

Ce„tal Legislntive Assembly on the 16th 
JthTi' principle of disenmmating nrotection was accepted 

fieationJ-I'" ° the foilovvinR „,!lh 

(n) thf.t tl.e principle should be applied with dne icsard to the well. 
>eing of the community and to the safeguards mentioned in Q. 14. 

(b) that in the application of this principle, regard must he had to tho 
fin.a„c.al needs of the count, y. and to thf then depende me d te 

working*' ’ think these qualifications affected the 

im and \<m^ discriminating protection between the yeaw 

—->‘3. » possible, sepa..atel.r?o7 

(i) 1923-29. 

(ii) 1930-34. 

(iii) 1935—39. 

"■ .'T « 

established. What arp vmi.. xi * ^ i -tariff Board was 

policy as laid down i„ the Indian KscarCommisstn’s X’ovtF 


/ 
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Q. '20. Are .you salisfiej that this policy of 1945 is being fully implemented? 
, If not, -please iiidicnte where, in your opinion, the defects in iinple* 
mentatio* lie. 


Section C 

ft 

lieview of the effects of past tariff potioy 

jQ. 21. Would you attempt a broad analysis of the effects of the actual policy 
pursued by tlu: Government of the day on -the growth and development 
of nir major industries under the following heads: — 

. (a) Capital invested in the industry (paid up); 

xh) Rated capacity; 

^c) Output; 

(d) Employment of labour (Technical and non-technical) ; 

ft 

(e) Wage bill (technical and non-technical); 

(f) Earnings of management; 

(g) Profits earned and distributed; 

(h) Ex-worifs price and retail price? 

Q. 22. Would you make a detailed analysis on the above lines particularly in 
respect of the following industries: 

(i) Iron A Steel. 

(ii) Cotton textiles, 

(iii) Sugar, 

(iv) Paper, 

(v) Matches? 

Please give your answer for the following periods: 

(a^ at the time when protection was given; 

(b) in 19:i8-d9: 

(c) in 1948-49. 

Q. 23. (a) Please indicate the* significant features, if any, in the structure and 
orguni/atioii the protected and assisted industries witli respect to— 

(i) the si/e of the units; 

(ii) their location ; 

(iii) the development of combinations, horizontal or vertical; 

(iv) the developments of ancillary industries; and 

(V) any otluM- aspect that you may consider it necessary to mention. 

4 

4 

(h) Do yon tliinlc that the form or manner in wdiich protection or 
assistance has been given to these industries has had anything to do 
with these features? Which of these features are in the interest of 
our economy and which are undesirable? 

0 24 ^f vou considei- that the undesirable features mentioned, if any, were 
du» to any defects or deficiencies in the control exercised by Govern- 
ment ever the protected or assisted industries, please point out such 

defects or deficiencies. 


1 

Q. 25. To what extent has the protection or assistance afforded to an iudustry 
resulted iu-~< i j.aij 

(i) its progressive mechanization; 

(ii) the introduction of new economies and other technical improve- 

ments; and 

(iii) the optimum utilisation of indigenous raw material and bye-products? 

Please illustrate with examples drawn from your knowledge or experience. 

Q. 26. lias the protection or assistance received by our industries induced any 
substantial increase in the supply of — 

(a) technical personnel required by the industries; 

(b) skilled labour; 

(c) semi-skilled labour; 

(d) a stabilized industrial labour force? 


Q. 27. To what extent, if any, has industrial research been initiated and fostered 
by the protected and assisted industries? 

Q. 28. Do you consider that the revenue tariffs imposed in the past have had 
any appreciable effect on the growth and development of our industries 
and on the course of our export and import trade? If so, would you 
illustrate your finding wdth some examples drawn from the trade or 
industry of which you have knowledge or experience? 

Q. 29. (a) What were the broad effects of the tariff policy pursued by Gov- 
ernment between 1923 and 1939 on the volume, character and geog^raphi- 
cal distribution of our (i) import, and (ii) export trade? 

(b) To what extent was the relative importance of our domestic and 
foreign trade affected by this policy during this period? 

Q. 30. Do you think that the development of any of the protected industries 
was hampered by the policies pursued or the measures adopted by 
Government with regard to matters other than protection? Vlease give 
examples. 

Section D 

Factors in the formulation of a neiv Fiscal Policy 
IMPORT CONTROL POLICY 


Import trade control was first introduced in May, 1940. under the Defence 
of India Rules. Only 68 items were included in the first instance and they 
were mostly consumer goods. By August 1941, practically all descriptions of 
^ported articles were brought under control and the office of the Chief Con- 
troller of Imports was set up in Delhi. 

governed by three main considerations, 
vte., ( 1 ) the necessity for conservation of dollar and other hard currency 

resouTCes; (ii) the shortage of supplies of goods in the exporting countries and 

(m) the paucity of shipping space. About the middle of 1942 shipping con- 

mderations began to dominate all other factors in the administration of fiimort 

teade control. Ey the end of 1943, the shipping position began to imZve 

but this was offset by procurement difficulties which were rapidly becomX [he 
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2. With thd cessatioD of hostilities, ttie shipping difficulty largely disappeared 
and the supply position also eased. In 1946, Government considered that 
import control could be sufficiently liberalized to meet the pent up demand 
for plant and machinery- and consumer goods in the country. The system 
of Open General Licence was extended to a large number of commodities 
imported from all sources. The total value of licences issued during the 12 
months ending March 1947 was about a thousand crore of rupees. Although 
the licences issued were not fully utilized, the result of this policy was to 
impose a heavy demand on the country’s foreign exchange resources. 

The entire position was reviewed early in 1947 and it was decided to limit 
imports to the cuirent earnings of exports plus the transfers from the Sterling 
Balances as fixed by mutual agreement with the United Kingdom Government. 
Since then import control has been linked closely with foreign exchange control 
and the balance of payments position. Every six months foreign exchange 
resources are reviewed and the import programme for the next half year is so 
drawn up as to ensure that the disbursement of our foreign exchange is kept 
within these limits. 

2. After the i-ermination of the war, import control was continued by the 
Emergency Provisions (Continuance) Ordinance of 1946 for one year. As it 
was found nccessarj' to continue control over imports and exports, the Import 
and Expo'/t (Control) Act was passed in 1947 giving pow’ers to the Government 
to exercise the controls till tlie ■24th March 1950. In September, 1948, an 
Import Advisory Council consisting of representatives of Trade AssociatioJis, 
two members of the Constituent Assembly and four non-officials representing 
interests not otherwise adequately represented, was set up with the Honourable 
l^Iinistcr for Commerce as Chairman. The Council advises the Government 
in matters relating to the operation and administration of Import Trade Control. 
The Council meets every three months. A joint' Import and Export Advisory 
Committee has also been set up to advise the Ministry in mattere of common 
interest to the tw’o bodies. 


4. For the purpose of licensing, goods are divided into the following nKuA 
categories 

(a) goods under Open General Licence for import from soft currency 
countries; 


(b) goods which are licensed freely from dollar areas; 

(c) goods which are licensed freely from soft currency countries; 

(d) goods for which no licences are granted from any source; 

^e) goods for which no licences are gi-aiited from dollar or hard currency 
countries ; 


(f) goods for which import licences are granted within overall monetary 

limits from dollar and hard currency countries; and 

(g) goods which arc licensed within overall monetary limits from soft 

cuiTency countries. 

In drawin'^ up these lists and in fixing the monetary ceilings due conside^ 
atiou is "iven” to the more essential needs of the Indian economy and the need 
for the maintenance and development of industrial production. The essential 
consumer needs are also taken into account. High priority is given to the 


import of capital goods. 

5 For the purpose of administration of the system of import licensing, the 

controlling authorities for the issue of licences vary jn respect 

modities. Licences for Part I (Iron and Steel) VI (Machine Tools) 

are issued under the direction of the Industry and Supply Ministry, goods m 


Part II (Electrical goods) are licensed by the Deputy Chief Controller of 
Imports, Calcutta. The goods covered by Part IIJ (Textile Machinery) are 
licensed by the Deputy Chief Controller of Imports, Bombay; those covered 
by Part IV (consumer goods) are licensed by the Impoj’t Trade Controllers in 
Calcutta, Bombay and Madras and tho^e covered by Part V (raw materials 
and heavy machinery) are licensed by the Chief Controller of Imports, \ew 
Delhi. Certain items in Part IV are also licensed at headquarters by the Chief 
Controller of Imports. 

0. Licences are granted for each six monthly shipping period, namely, 
January-June and July-December. The validity of the licences for heavy 
electrical plant and other machinery goods is for a period of three year®. 


EXPORT CONTROL POLICY 

Control over exports of ccmmodities was introduced in India at a very 
early stage in the war. The list of items included at first was very small and 
•the control notifications were issued under fcction 10 of the Sea (Tistoins .Act 
of 1878. The list was, however, gradually expanded and ultimately if became 
necessary to take special powers under the Defence of India Rules.' The fii-sf 
notification under the Defence, of India Rules controlling exports was issued 
in May, 1940. During the war, the main objectives of export con- 
trol were (i) to conserve essential supplies for civilian consumption 
in the country; (ii) to prevent essential comnioditie.s from reaching tlic eneinv 
and (iii) to secure fair distribution of available exportable surplus to the allied 
nations for the successful proseeutioiiof war. 

2. V ith the cessation of hostilities, the last two objectives lost their impor- 
tance and since then Government's policy has been to liberalize export control 
consistent with our internal requirements. At present de-conl;rollod articles 
number about 250. Three factors kept in view in framing the export control 
policy are (i) liberalization of exports, to secure larger foreign exchange rc(]uired 
lor food imports and also for the import of industrial raw' mnteria's and capital 
equipment vitally neeaed for industrial rehabilitation and development: 
(n) conseiwation of dollar and hard cuiTency resources and (iii) prevention of 
the practice of re-export of Indian products from other countries to hard 

of Dargnining 

negotiations relating to commodities in critical shortage all 

over ifUKi WOmQ. ^ 


3. At present control over the export trnhe is exereiseH bv the Government 

ron'ne- b Export Advisorv 

Council has also been constituted to advise, Government on the workiim of the 

export control policy The Council meets every three months. A joint meetine 
interest. "f common 

tMit ^ As ^ commodities the supply position of which is v=rv’ 

AfLics inehidedTn Part 'B^mlooT items*'' 

Ministry of Food. Articles inc^di^fn Pa” 

from the point of view of GoveiSnent sunSv o A '’^^ortant 

Exports of these items are controlled hv fh • * ^o*?estic requirements. 

Artieies controlled by the Ministry of CommUe”arVrndude'‘d in PaH 

basis of the^estabUshe? sWppeTpr^nciple f7i’“?hiDD flowed on the 
a particular commodity to the count^ eonel™ J 

or the purposel. A Lall pe3t^e of tb?l '’“'J 

for exports by new comers in the trade. ^ apP**oved quota is also reserved 
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Export licences are normally endorsed as valid for a period of three 

mouths from the date of issue, Except in the case of cotton piece-goods in 

which case they are valid for six months. 

Q. 31. What in your assessment is the relative importance of the main changes 
in the pattern of our foreign trade which have taken place in the periods — 

(a) 1939-45; 

(b) 194649? 

Q. 32. Would you briefly analyse the effects of the (a) legislative, and (b) 
administrative measures relating to the control and regulation of our 
foreign trade which Gc\ernment have had to adopt during these periods 
on — 

(a) our import and export trade; and 

(b) the growth and development of our industries? 

Q. 33. To what extent have these changes affected the fundamental premises 
on which the recommendations of the Indian Fiscal Commission 1921-22 
w’ere based? Please illustrate your reply wdth examples drawn from the 
trade or industries with which you may be concerned or about which 
you may possess adequate knowledge. 

Q. 34. In the light of your analysis and appreciation what is the relative im- 
portance you would attach under present day conditions to governmental 
measures fo" the promotion of our trade and industry which may be 
broadly classified under the following heads: 

(a) Fiscal measures; 

(b) Non-fiscal measures? 

Q. 35. Would you indicate the extent to which an appropriate tariff policy oan 
further our foreign trade and assist in the development of our industries? 

Q. 30. What, in your judgment, should be the objectives of tariff policy in 
the short period? 

Q. 37. The minority report of the Indian Fiscal Commission 1921-22 expressed 
the view ‘that there should be an unqualified pronouncement that 
fiscal policy, best suited for India is protection’. Do you agree with 

this? 

(^. 38. If so. what principles and conditions would you lay down for regulating 
the grant of protection or assistance? 

Q. 39. Would you, in the application of the formula or principles, if any, or 
in the administration of the policy in general, like special consideration 
or priority to be given to any particular classes of industry? If so, 
please name the classes. 

Q 40 Do you agree with the view that the grant of protection should not be 
confined to infant industries, but should be considered, if necessary even 
before an industry is established or when proposals for its establishment 
are under consideration? 

Q. 41. (a) Please indicate your views on the various alternative methods of 
protection, e.g., 

(i) protective import duty; 

(ii) bounty or subsidy; 

(iii) system of pool prices, e.g., the aluminium price pool which waf 
in force till recently; 
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liv) quantitative restriction of imports basjcl on a guaranteed niurket 
for at least a percentage of domestic production (when such 
quantitative restrictions can be imposed without confict 
pre-existing agreements or comniitnicnls)? 

(b) Which of these methods should be the normal method? 

(c) Would you like the appropriate method to be determined in 

case on its merits? If so. what are the conditions you would 
to bear iu mind in selecting- the method of protection. 


each 

like 


O 42. What sliould be the. Government’s policy and procedure where the situa- 
tion calls for only safeguarding or anti-dumping measures, as distinct 
from substantive protection, whether for small scale or large scale 

iudiistries? 


g. 43. (a) What place would you assign to export dvities in the tariff system 
in the future? 

(b) Would you advocate export control (by duties or otherwise) for the 
purpose of — 


(i) safeguarding the domestic consumer against critical shortages; 

(ii) conserving domestic supplies of raw materials for utilization 
by domestic industries? 

g. 44. What fiscal measures, if any, would you recommend to enable an 
established industry to maintain its exports? 

Q. 45. Have you any comments on the method by which the Tnrifi Board at 
present fixes the quantum of protection (the method of comparing the 
fair selling price of the domestic product with the landed cost cf the 
imported product)? 

g. 46. Would you recommend variations in duties to meet variations in import 
costs? 


Q. 47. Where protection is to be given by tariffs, what are the considerations 
which you think should govern the choice between the various alternative 
forms of duty such as specific, ad valorem, compound, etc.? 

Q. 48. What do you think of the utility and practicability of tariff quotas? 

g. 49. Would you like a minimum or a maximum duration to be laid down for 
protective measures? 


Q. 50. Are you satisfied with the existing system of revenue tariff classification? 
If not, what are its defects and what changes would you suggest? Can 
the existing s.vstem be so modified as to reduce the burden on the 
consumer without any appreciable loss of revenue to the public 
exchequer? 


g. 51. Having regard to — 

(a) the future structure, of our foreign trade. 

(b) the anticipations relating to the course of international trade 
(underlying the Havana Charter on Trade and Employment), and 

(c) the broad Hnes of our Industrial Policy as laid down iu the State- 
ment of the 6th April 1948, 

“ formuiation of the objectives of our long-term fiscal 
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Q. 52. In order to facilitat-e the objectives of our fiscal polic}', do you think it 
would be necessary for Government or quasi-Government institutions to 
participate in foreign trade (a) in the short period and (b) in the long run? 

Q. 53. If your answer to the above question is in tlie affirmative, what form of 
Government or tjuasi-Government organisation would you recommend? 
What would be the limits to their activities, and what conditions, if any, 
would you impose on their functions? 


* 


Skctio.v E 


^on•Hscal measures for the promotion of trade and hidustry 

Q. 54. The Indian Fiscal Commission of 1921-22 suggested several ‘’supplemen- 
tary measures ’ as an aid to the tariff policy which they bad recom- 
mended. Would you enurnei'ate. the non-fiscal measures that Govern- 
ment should now adopt in furtherance of any approved fiscal policy both 

(a) in the short period and (b) in the long period? 

♦ 

Q. 55. In particular, have you any special suggestions to make ns to how Gov- 
ernment could facilitate — 


(a) the supply of essential industrial raw materials, x.'here these are 

not readilv available in the country; 

(b) the sup))iy of esseidial plant and machinery; 

(c) tile su]>p!y of ciieap fuel or power; 

(d) the provision of cheap, adequate and quick transport both for the 

movement of raw and seini-proeessed materials and *heir finished 
products, made available under a scheme of rationalized freight- 
structure; 

(e) the supply of technical personnel of different grades; 

(f) the supply of technical information ohout industrial .o'cthods and 

processes ; 

(g) the supply of industrial finan'-e. both for use as block and ns work- 

ing capital? 

Q. 5G. Plow and to what extent could the trade and industry co-operate with 
Government in the provision of such facilities? 

Q. 57. Do you think any special types of organization would be necessary (a) 
to secure this co-operation between industry and trade and (b) to provide 
for the orderly supply of the facilities enumerated in Q. 55 or for the 
supply of such other facilities as may be considered necessary? 


Section F 

Fiscal Policy in relation to Commonwealth Preferences 

TThe principle of Imperial preference was introduced into the tariff policy of 
India on a substantial scale for the first time by the Ottawa Trade Agreement 
w'liich was concluded on the 20th August. 1032. Prior to this date Jndia 
‘H-antod preference only to the protected classes of Iron and Steel and Cotton 
Piece-goods imported from the United Kingdom. The Ottawa Trade Agree- 
ment of 1932 provided for the grant of concessions to imports of U.K. origin 
coverin'' as manv as 106 articles. Sin ‘Mr concessions were also received by 
India on her exports to the United Kingdom on a wide range of articles. 
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The Ottawa Agreement was suppleinented by the iron anti Steel i^gieeinent. 
Which was signed in September 1933, and both these Agreements were duly 
ratitied by the Indian Legislative Assembly. The Intlo-Hntish 
ment of 1935, which followed the Bombay-Laucashire Agreement of 1933 
(Mody-Lees Pact) and was designed to supplement the Ottawa Agrecnicnt and 
was to hold good only during its currency, however, met witli a ditierent tate. 
This Agreement was intended to set out the general principles, which the Gov- 
ernment of India desired to follow as regards tlie treatment of the United 
Kingdom goods competing with the products of a prctccled Indian indnsiry, 
mul'^appears to have been necessitated by the fa-t that the Ottawa Agrceirieni 
had left untouched commodities which enjoyed protection in India. The 
fiupphnientary Indo-British Agreement was, however, rejected by the Indian 
Xiegisiative Assembly, and afterwards automatically lapsed when tlie notice 
of termination of the Ottawa Agreement was given in May 1936. 


The Ottaw’a Agreement, which had never received a warm welcome in tlic 
oounti'j, came under heavy tire when the supplementary Indo-British Trade 
Agreement was under discussion. A review of its working was uiulertaken in 
1936 and shortly afterwards the Legislature voted for its termination. Accord 
iugly, a six months' notice of denunciation of the Ottawa Agreement was given 
on the 13tli May 1936, but in the talks that immediately followed between the 
Goverument of India and the U.K. Government, it was agreed that the pro 
fereiices granted under the Agreement would continue ns a purely interim 
measure till a new Agreement had been arrived at between the two MUjntrie.s. 
After protracted negotiations, the Indo-British Trade Agreement of J939 was 
signed on the 20th March. 1939. 

I'he preferences that are being received by Indin on lier exports to th^ 
United Kingdom and the preferences that are being granted to the imports of 
O.K. origin are at present governed by this Agreement, subject to the ir.odrca- 
tions introduced by the General Agreement on Tariffs and Trade as explained 
in a succeeding paragraph. 


2. Under the Indo-British Trade Agreement, the United Kingdom «?rante.l 
prefeience at the rate of 10 per cent, ad valorem on the following articles 
namely, bones, castorseed, coir yarn, cotton yarn (unbleaclied). raw V,atski-s 
gram, groundnuts, teak and other hard woods, undressed leather ^ linseed' 
ma^gnesito, oilseel cuke and meal, pareflin wn.v, ‘sandal-wood oil. .snv.-.-h^mns 
and ceitaiu specihed spices; preferences at a rate of 15 per cent, aj imlorem on 
ceitain vegetable oils, granite setts and curbs, dresse.i leather, inte corda-e 
^id ropes; pi^ferences at a rate of 20 per cent, ad valorem on cnir ., 0 ^^ md 
mattings, certain vaneties of cotton manufactures and jute manufactures* and 
preferences at specific rates on magnesium chloride coffee tea ! i 

carpets. In addition India was assured of free entry for lar nw’ ' f ^ 
fcalam. mice slab? and splittings and hemp when imported from 


ce..:enl. vnnelie. Z., 

!>aniters materials, fonts, woollen carpets rugs and mlrnr 

iron or steel hoops and strins ir^n of.:, i if , woollen inaiM.a. fnres, 

rope, copper wrought 'ndTr’tarcopp!^^ '^ «"<' -- 

jewing and knitting machines and parts'" certah va Ss 0?""^ 

...strnments, apparatus and appliarioos, 
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4. Under a special article known as the Cotton Article, the U.K. was als^ 
granted an immediate concession by way of reduction in the duties on cotton 
piece-goods bub the continuance of that concession was made dependent, on 
the one hand, on the imports of piece-goods from the United Kuigdom keeping 
within certain well defined limits, and, on the other hand, on the U.K. pur- 
chasing from India certain agreed quantities of raw cotton. The following 
basic rates were fixed for cotton piece-goods imported from the United 
Kingdom: — 

ITit per cent, ad valorem for printed goods; 15 per cent, ad valorem or 
2 annas and 71 pies per lb., whichever is higher, for grey goods; and 15 per 
cent, ad valorem for other cotton piece-goods, and it was provided that if during 
anv “cotton year" the imports of Indian raw cotton into the U.K. fell below a 
specified minimum quantity or exceeded a specified maximum quantity, and, 
alternatively, if imports of the U.K. cotton piece-goods in any cotton piece- 
«oods year” exceeded a specific maximum yardage or fell below a specified 
minimum yardage, the basic rates stated above might, in the subsequent year, 
be increased or decreased within a certain limit. 

5 Besides, the U. K. agreed to extend to India any tariff preferences granted 
to any of the Dominions or Newfoundland. Southern Ehodesia or Burma, and 
reciprocally, the Government of India undertook to extend to the United 
Kingdom any tariff preferences granted to any of these countries except Burma 

6 The Governmc-nt of the Non-self-governing Colonies a^eed to accord to 
India preferences granted by them to other parts of the British Empire with 
certain exceptions, and the Government of India, in their turn, undertook to 
gwnt most-favoured-nation treatment of the Non-self-governing Colonies. 

7 Provision was made for separate trade negotiations with Ceylon pending 
which the preferences then given by Ceylon to India were continued and the 
Government of India agreed to give Ceylon the preferences given to other Non- 

self-governing Colonies. 

8 Under the General Agreement on Traiffs and Trade, 1947, India agreed 
to reduce the margin of preferences granted to the U. K. on six tariff itemt and 
the U K. on their part have agreed to reduce the margins of preferences granted 
to Ind=a on 13 items. In this connection reference may also be made to the 
nrovisions of Article 17 of the Havana Charter under which negotiations for 
elimination of preferences are to be conducted on a reciprocal and mutual 

advantages basis.] 

O 58 What are your general views on the subject ot Imperial Preterence- 

^ ' Mrticularly in the light of the principles underlying the General Agree- 
ment on Tariffs and Trade and the Havana Charter on World Trade and 

Employment? 

O 59 The Indian Fiscal Commission of 1921-22 recommended that if the policy 
of Imperial Preference was adopted on the lines indicated in their 
Report its application should be governed by the foUowmg -principles. 

fa) that no preference should be granted on any article without the 

approval of the Legislature, 

fb) that DO preference given in any way should diminish the protection 
' required by Indian industries; 

fc) that preference should not involve on balance any appreciable 

economic loss to India. 

A a<i<^nmntion that the scheme of Imperial Preference is continued, 

ij the above principles adequate? Tf not, would you 

fo^ulaCa comprehensive set of principles that may be apphcable to 
the circumstances of the present? 
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A 60 Would you make a broad analysis of the effects of the preferences granted' 
anrreceived by India and U. K. respectively under the Indo^Br.t.sh 
Trade Agreement of 1939, as modified by the provisions of the General 
Agreement on Tariffs and Trade under the following heads: 


(a) Expansion of trade; 

(b) Customs revenues; 

(c) Price levels of preferred commodities? 

Q. 61. Please attempt a similar analysis in respect of the trade between India 
on the one hand and the other Commonwealth countries and the British 
colonies on the other. 


Q. 62. In what direction and to what extent do you think the preferences on 
imports into India have affected the burden on the Indian consumer? 
Could you attempt a quantitative assessment with reference to some 
major preferred imports? 


Q. 63. Is it possible to make a similar estimate of the extent to which our 
exports have expanded as a result of the preferences received by us in 
the U.K., the Dominions and the other British territories? 


Q. 64. Apart from the economic advantages that may be derived from these 
mutual preferences, do you think that they conffT any bargaining strength 
on India vis-a-vis (a) the United Kingdom and other Commonwealth 
countries and (b) non Coinmonwea th countries? If so, piease illustrate 
your answer with some examples. 

Q. 66. (i) In the light of your replies to the above questions, would you 
formulate your views on the desirability of continuing the existing system 
of preferences between (a) India and the United Kingdom, (b) India and 
the other Dominions, and (c) India and the other British territories? 

(ii) If you are not in favour of continuing the existing system, what, 
modifications would you suggest? 


Section G 

Treatment and obligations of protected and assisted industries 

Q. 66. (a) Do you consider that industries receiving protection or assistance 
from Government owe a special obligation to the rest of the community 
as regards the manner in which they render their services? 

Slo“ ng'hradsr obligations under the 

(i) price policy and price structure; 

(ii) wages and conditions of labour; 

(iii) adoption of technological improvements; 

(iv) initiation of research in the technique of production and distribu- 


(v) training of apprentices and Government scholars and stipendiaries* 

w .1 il 

Q. 67. (al Is it necessary to stipulate that no protected or j . 

(b) What general principles would you sMseesi to • i.. 

of -fifforent Zu in a pSL^cta*"; afsistel 
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Q. 6S. Would you lay down any conditions regarding the hnancial structure of 
the industries receiving protection? 

Q. 09. (a) Are you satisfied with the present arrangements for the standardiza- 
tion and control of the quality of industrial products? In particular, do 
you titink that any special arrangements for the control of quality of the 
l>roducts of protected and assisted iuJustries are necessary? 

ill) If so. would you impose this duty on the protected or assisted 
industries through such special organisations as they may set up with 
. the apj)roval o^ Government or would you set up any special institutions 
outside these industries? 

(c) What in your view should be the structure and functions of such 
organizations or institutions? Should they be professioually expert 
bodies or be composed of representatives of the different interests con- 
cerned ? 

'Q. 70. Do you think that the obligations should be embodied in the lelevant 
statutes dealing with protected or assisted industries or be left to be 
prescribed by the tariff-making machinery on an ad hoc basis, in each 
individual case of an industry seeking protection or assistance? 

•y. 71. (a) Do you consider that any special administrative machinery is neces- 
sary to ensure that these obligations of protected and assisted industries 
are duly discharged? If so, what form of administrative machinery 
would you suggest? 

(b) Or. would you prefer that this function should be entrusted to a 
special wing of the tariff-making machinery or of any other existing orga- 
nization? 

(c) Or, do you think that it will be necessary or desirable for Government 
to be represented on the management of protected or assisted industries 
in order to ensure that these obligations are carried out in the spirit in 
which thev aie conceived? 


Section H 

Organisation, methods and procedure 

Q. 72. In the light of your replies do you consider that the existing adminis- 
t'lative organizations will be adequate to deal with the problems ol 
implenientation that may arise out of Government’s acceptance of a 
comprehensive policy os' regards (i) fiscal measures and (ii) non-fiscai 
measures? 

Q 7'! If not. what organisational changes would you propose in the existing 
mnehinerv of Government dealing with these subjects? 

0 74 fa) It has been suggested that it might be necessary to set up one 
comprehensive organisation (partaking of the nature of a Trade and 
Industrial Planning Commission) subdivided into suitable branches to 
deal with the planning and execution of various measures, relating to 
fi) tariff'--, fii) other fiscal measures, and (Hi) non-fiscal measures, etc., 

Do you agree with this view? 

If ^o. would you indToto tlie type of organisational chart that you 
have in mind? 
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Q. 75. (a) Alternatively, would you prefer a series of specialised organisations 
dealing with these particular subjects? 

(b) If so, how would you correlate the functions of these administrative 
organisations ? 

Q. 76. As a further alternative would you favour only one Technical Organi- 
sation dealing with Tariffs, leaving the other subjects to be dealt with 
by the different Ministries concerned more or less in the maniifr followed 
at present? 


Q. 77. Whatever may be the structaire of the planning and coordinating 
machinery that you may favour, do you agree that a specinlj.^etl orpa- 
nisatiou for taiilf purposes is essential to the impiemeutation oi .i .•cicntitic 
tariff policy? 


Q. 78. If so, would you agree with the recommendations of the Indian Fiscal 
Commission of 1921-22 that the Tariff Board or the Tariff Commission 
should be — 


(i) a permanent body of high standing, 

(ii) consisting of members who are of high ability, ititegrity and im- 
partiality — preferably with a knowledge of economics r.nd a prac- 
tical acejuaintance with business affairs? 

(Paras. 302, 309— Chapter XVII). 

Have you got any other views on the status and stmetture of an anpro- 
priate Tariff Board or Commission? 


Q. 79. What, in your view, are the appropriate functions of a Tariff Board? 
Do you agree with the recommendations of the Indian Fiscal Commis- 
sion of 1921-22 on this subject? (Para. 306, Chapter XVII.) 

Q. 80. Do you consider thali the existing functions of the present Indian Tariff 
Board as laid down in the Government of India Kesolutions of November 
3, 1945. November 26, 1947 and August 6, 1948 (summarised in the n. te 
to Section B) are adequate? If not, what changes would you suggest? 

Q. 81. (a) po you consider that the present structure and organisation of the 
Tariff Board are adequate for the discharge of the duties entrusted to it? 
lb) If not, what structural or organisational changes would you propose? 

Q. 82. Do you think that the present procedure under w-hich an industry’s fitness 
for piotoctjon is considered only on application by that industry is sound? 
it not, how would you like it to be modified? 


Q. 83.1a any case, should the present procedure be modified so far as small 
and unorganised industries are concerned? If so. in w-hat direction? 

application for protection should 

he application be addressed to Government or to the Tariff Board? 


Q. 86. Have you any improvements to suggest in the Tariff Board 
working methods (including the procedure for public hearings)? 

1 recommendations 

normally be accepted by Government and implemented by it? 


present 

should 


17MofC. 
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Q. S8i (a) Having regard to the nature of the dutieB and) iunetions entrusted 
to the Tariff Board, do you consider that ih should be placed on a 
statutory basis V 

(b) If so. shc'uld the statute lay down only the composition and functions 
of the Tariff Board or also include the general principles governing tariff 
poUoy, the general procedure to be followed in tariff enquiries and the 
manner of enforcement of the obligations of protected or assisted 
industries? 

(o) To what extent would such statutory provisions militate against 
ffexibiUty?’ How could the possible risk of rigidity in procedure aud 
administration implicit in statutory provisions, be either eliminated or 
reduced? 


Qaestionnaire 

PABTir 

f'iwiiC Polioy in relofton to Havana Ghartor on T-Tad'e awd Btnployntent and ike 

General Agreement on Tariffs and Trade. 

[Towards the end of 1945, the- United States Government circularised foi 
consideration by the peoples of the world- a document called Proposals for 
Expansion of World Trade and Employment". International economic co- 
operation which had. by then, already taken some concrete form in the estab- 
lishment of such international bodies- aa the Food’ and Agriculture Organisation 
(F.A.O.), the Intamationai Monetary Fund (LM.P.), and; the International 
Bank for Beconstruotton and Development (I.D.B.I),) was soi^t to be re- 
inforced by further measures dealing with trade barriers and discnmmations. 
The proposals contained a strong plea for a concerted effort to release 
from the various restrictions imposed on it during the inter-war years with a 
view to securing, the expansion of world trade on a multi-lateral basis and 
through it increased employment all over the world. Since this ^jec ive 
required that national poUciee in respect ot International Trade and Employ- 
ment should be in line with each other, it was propo^d ^at an 
Trade Organisation (I.T.O.) should be set up, tiirough which member nations 

could promote national and international action to fulfil this purpose. 

2. Following the Proposals of the U.S. Government, conferences on trade 
and employment at international level were held in London, Geneva and Havana 
between 1946 and 1048. and the deliberations of these conferences resulted in 
i he following, two documen£a:r-^ 

(1) General Agreement on Tariffs and Trade (with a Protocol of Pro- 

visional Application); and 

(2) the Havana charter for an International Trade Organisation. 

3 GATT Following the lead given by the U.S. Government negotiations 
were’ initiated at Geneva on April 10. 1947, by 23 countries (including India) 
sharing among them approximately 70 per cent, of the e^ort and import trade 
of the world for substantial reduction of tariffs and other tirade barriers^ and’ 
elimination of- prefereneea on a reciprocal and mutually advantages' basis. 
These negctiatfons which ended on October 30. 1947. resulted m the framing 
of the General Agreement on Tariffs and Trade. , 
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4. The text of the Agreettefit consists of three parts: — 

P^t I pi-o^ide^" f6r geneiul inds^lay6'ul:ed'-natioii treattti’ent, and deald 
with tariS concessions'' ^et foi^h m t^e sch'^duUs to tliie 
Part IT rtprodiice's such commercial policy provisioftB of the Draft 
Charter adCptCd at Geii'eva as are necessary to safeguard the value 
of the tariff concessions; and' Part HI deals with territorial appli- 
cation. customs unions, and matters peculiar to the Agreement 
itself such as acceptance, modifications, amendment and accession. 

6. So far a's'Indm'i.s concerned', negotiations were conducted with iS countries, 
•efid the coricessiohs exchanged took the form of reduction in customs duties, 
reduction in preferential margins and binding of existing tariff treatment againsfi 
fhture increase. They covered 12 items of expbH from India and 13 items' of 
import into India. In offering concessions' India' adhiered to three main 
iprinciples; — 

(1) Concessions are to be demonstrably in the interests* of national 

economy, or, at least not injurious to it. 

(2) They should' Ubt to jh^tiucts whibh are of whibh' 

might claim protection during 

(3) They should not result in- excessive loss of revenue’. 

'T^a- provisions , of the- Agreement Were initially unaccentabid to’ 

were subsequently modified. As a result certaL d^ymonw L% 
of most-favoured-natio^ treatment are now permissible so 

her present sanctions against South' Africa afld India' antt 
•^akisf^ can grant concessions to each other without extlSi- thW fl .u ^ 

Stolidly, ^ although tapon 


!cc inauBtnw enga 

df dlltbll 
usV of qud^ttuftJVi 


— , ijrouxias. 

Msa ' ‘0 or tsrmlnoteoi, after the' end of DeoemBe 
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behayiour in intemational^difftt relatiLf 

an International Trade.Or®mis^r^ provides' for tHfe* fofniaribA < 

the United Nations. The aims of the So^ani spefeiUise'd agency ( 

-of' ifaternafcidrial fra'dfe' bV" fb^firi^' the promote the expansio 

forth a> sertfes' of ilftgftatfchl dbmnlltentSS' nreas. It sel 

pohcies regarding, tariffer trsdina rfiah.*rt+* .. ^ respect to national cconomi 

fer-ences; Slier oonfaflls 

a^menta, the international as^ots ofd^esf ’'"“‘“elf.tal- eonimodii 
diveldfhnoift' ana infefeatiohan^°KX“^®‘^ employment policies, economi 

feaSSSSSS; 




deemed to be in pursuance of the Commercial Policy (Article 17) embodied in- 
tlie Havana Charter When the Charter comes into force, it will supersede* 
Article I and Part IT of the General Agreement. 

8. The Charter consists of 9 chapters (106 articles) which set out the 
specific obligations and iniiijunities of a member in respect of international 
trade and tariff and other associated matters (such as production and employ- 
ment). 

It provides for, and facilitates, international investment for economic deve- 
lopment and reconstruction, permitting at the same time such safeguards as may 
be necessary’ to ensure that foreign investment does not lead to interference 
with internal affairs or national policies. 


It recognises the need for Government assistance to economic development 
and reconstruction in the form of protective measures; and while discouraging 
unwise use of such measures, permits its application, in certain cases, by 
negotiations with members affected, and, in others, with the prior approval of 
the l.T.O. This approval, however, is made automatic in respect of certain 
specified industries such as those which were established between January 1, 
1939, and the date of the Charter, or those which are devoted to the processing 
of indigenous primary commodities. 

The Charter further recognises that special circumstances may justify now 
preferential agreements between two or more members. Such proposals need 
l.T.O. ’<? approval hv a 2'8rds mniority fof the members present and voting).. 
Approval, however, is made automatic if the proposed preferential agreement 
fulfils certain stiate’d criteria or conditions, such as, contiguity of the contract- 
ing parties or their belonging to the same economic region, or the assurance 
of a sound and adequate market. 

The Charter lays down a Commercial Policy covering questions of tariffs and 
preferences. It deals inter alia with the application of general most-favoured- 
nation treatment, reduction of tariffs and elimination of preferences,^ as "ell as 
quantitative restrictions The basic rule on quantitative restrictions is that they 
are prohibited. But there are specific exceptions relating to (1) the preventing 
or relieving of critical shortages of food-stuffs, (2) internal control schemes to 
sfifegufvrrl agriculttire nnd fishery products and (3) balance of payment difficulty. 
Quintit.Ative restrictions when allowed, are to be used in all general caseg in 
. a non -discriminatory manner. 


9 The structure of the l.T.O. consists of a Conference which is to meet once 
^ ^ ■Ron*-.! nr.d a pneretariat- The Executive Board is to 

consist of IS mrmber.^ selected every three years by the Conference.^ 
will be ei^;^bt permanent seats on the Board to be held by eight States of chier 
ecODomiclmportance’. Seven of these permanent seats in the first Board have 
heen assif^efl to the United States ot America, Britain. Canada, Iranee. 
Benelux China and India; the eighth has been reserved for .he U.S b.B.. 
should that country eventually wish to join. The ten non-permanent seats are- 
‘o be filled by election from among the other member States. 

Bpsid-s the T T.O. will have the assistance of some Commissions, which 
ure to' be composed of experts, who will advise the Conference and the Board- 
and will also conduct studies in international trade and commercial policy.] 


n ftO Do YOU approve of the basic purpose and objectives underlying the 
’Havana Charter on Trade and Employment? 

O 90 Do you consider that the provisions and safeguards laid 
^ Charter for the economic development and reconstniction of backward 
and under-developed countries are adequate for the requirements of 

Mia? 




91. If not, to what extent, do you think these provisions and safeguards full 
short of India’s minimum requirements? Please illustrate your reply 
with facts drawn from your knowledge or experience. 

•p. 92. In particular, do you consider that the terms and conditions proposed 
in the Charter for (a) the continued employment of existing foreign 
capital and (b) new foreign investment, are broadly in conformity with 
the requirements of India? 

< 3 . 93. Are you in agreement with the broad lines of the commercial policy as 
set out in Chapter IV of the Havana Charter? 

■Q. 94. If not, would you elaborate your objections to those Articles of the 
Havana Charter bearing on commercial policy, which you consider detri- 
mental to the interests of our industry? Do your objections relate to 
the short or the long period or to both? 

•Q. 95. Do you anticipate any injurious effects on our trade and industry on 
account of our acceptance of the obligations of the Charter (i) in the 
short period, and (ii) in the long run? 

96. On a careful balancing of pros and cons, do you approve of India’s 
adhereuce to the Havana Charter and her consequent participation in the 
proposed International Trade Organization? 

■Q 97. If not, what would be the broad lines of commercial policy that you 
wou.d advocate for India; and in particular the fiscal measures that vou 
vvoutd recommend for Government’s acceptance? 

Q- 98. If you agree that India should adhere to the Charter and join the 

nternational Trade Organization, have you any views to express on (a) 
the structure and functions of the International Trade Organization, (b) 
the procedure laid down for its working, and (c) India’s position and 
status IP. the International Trade Organization ? 

99. Do^you agree with the main principles underlying the General Agreement 
on Tariffs and ^ade as laid down in Part I and Part II of the Agreement? 
It not, please detail your objections under specific heads. 

t^. 100 . Have you any comments to make on 


fa) the concessions granted by us to other countries in respect of im- 
ports into this country; and 

(b) the concession received by us in respect of our exports abroad? 

< 5 . 101. On a careful examination of these reciprocal concessions* do vou consider 
that the provisions of the General Agreement on Tariffs and“Trad6 have 

^oterests of India? If not. to what extent do 
you think these provisions have been ah fault from India’s point of view? 

«uy comments to make on the actual working of the tariff 
concessions granted by India to other countries since July 1948*^ 

provisions of the Genoml Agree- 

^ I"" worked by other contracting 

countries m the spunt in which they were conceived? If so nleasA illna 

.0 10.1 yo” knowledge or o-vperienoe' 

, ■«. 104. Other things being equal, would you or would you not favour the oonti 

ZusV 1 , 195 l“f by India to other countries beyond 
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INDIAN OHAMBEE OF COMMEEOE, CALCUTTA 

Section A 

Changes in the Economic B(^chgTOund since 1922i*23 


Question No. 1. — 

.-1ms: 1. Since the Fiscal Commission advocated a ix)licy of discriminating 
protection, in 1923, important changes have taken place in the structure 9! 
Indian trade and industries. The history of industrial development m India 
has been one Qf marked growth of some of the organised industries under 
protection. The policy of discriminating protection, however, grudging and 
halting it might have been, proved beyond doubt that a liberal Fiscal Policy, 
can help f» backward country like India to secure maximum utUisation of her 
industrtfd p9tentialities. 

2. 'The impact of World War II exposed the weakness and insecurity of 

industrial structure of Indio and brought home the need for an all-round 

industrial development of the country, especially in respect of defence and 

basic industries, .\fter the war the task of industrial reconversion was made 

more difficult due to the absence .eqvipipea.t needed for replacement,; 

renovation and reorganisation' of the plant. Moreover, the post-war heavy 

burden of taxation and a gradual dwindling of the industrial profits foiled to 

keep the industrial temiio at the desired level and led to a sharp decline in 

our industrial production. 

« 

3 The changes in the agricultural front, since the First Fiscal Commission, 
have been in the direction of aggravation of deficit economy, increasing pres- 
sure of population, growing trend towards uneconomic holdings, lower yield 
per acre and finally the loss of a major portion of the two most important 
commercial crops, viz., jute and cotton to Pakistan as a result of partition. 
Du the food front, India has gra^lually ceased to be a net expprtmg country 
and become a net importmg country. The heavy import of food giains means 
in its turn a forged denial of .essential capital goods for the mamtenance and 
development of her industrial structure due to scarcity of exchange. Hence 
the need for an immediate reorientation of our agricultural policy. 


4. India had been a proverbially raw materials exporting country to the- 
industrially developed western countries, especially the U.K., in retiim for 
the manufactured products f^-om them. Th.e development of gome of the im- 
portant manufacturing industries has led to an increasing consumption of raw 
materials by the domestic industries and consequent decline in their exports. 
The impact of war clianged materially the compbsition of India’s foreip trade 
knd the industrial production' received stimulus and manufactured products 
figured in India’s export ' trade. Due 'to partition India, instead of exporting 
larse quantity of raw jqte and raw cotton, is today importing from Psjtist^, 
these t™ B?p?t {mpo^rn i);.dustri»l raw •materi^?. ^e confpqj^ent tngh 
price and inadequate supply have hard hit the ]ute and cotton textile industries. 
To Sum up, 'w^' have' lost soihe' o'f our important export resources as a result 
of partition.’ The loss 'has to be made good by mcrehsing exports 6f manufac- 
tured products. ' Our fiscal policy will have to be shaped in response to this 
hew pattern of our foreign trade. 

5. Ir Bhoft, Riatsria| abangqs jn OjR: eMnopic baf^g^qn^ 

last Fiscal Comniissioh reported emphasise the need iop a m|)id Industrie 
development of the country under a well-planned and bold national econoimn 
noliav.' It is geheraUy the present circum|tMC^ 


policy.' It is gfiher.sl|y &gre.ea ,that| thq Pfesep^t c^um|t^CM 

Dating protection, is not desirable. This is not to mean that protection Aould 
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be granted to indigenous industries -indisorirninately. There must be some 
conditions for the grant of protection; they must be carefully thought out and 
applied with sympathy and understanding. 


6. The new terms of reference of the interim Tariff Board recognise the 
need for granting protection to an industry on the ground of desirability from 
the point of view of national interest. This “national interest" clause gives 
much wider scope for fiscal assistance and protection to Indian industries, 
especially defence industries, heavy chemical industries, and other basic indus- 
tries, than had been the case under the policy of discriminating protection. 
But still it is a subject matter of interpretation. Therefore, it is necessary that 
rthe i'iscal Commission should draw out a schedule of industries which it is 
essential to protect in the national interest. .Such industries should be pro- 
tected for a definite period by the ilevy of import duties fixed at a prescribed 
sate. The period of protection should be sufficiently long to enable the in- 
dustries falling within the schedule to stabilise themselves. Protection to the 
scheduled industries should be granted without any previous enquiry by the 
Tariff Board. Only if a particular industry within the schedule fin cj a the duty 
to be inadequate it might be revised after an enquiry by the Tariff Board. But 
in no case should there be any reduction in the rate of the import duty fixed 
by the .(rovemment. In drawing out the schedule, the primary consideration 
should be that the industries selected are either defence industries or key 
industries whic^ fall under the category of means of production. The schedule 
^ drawn up should not be a long one and additions to the 

mighc be made from time to time by the Government of India. 


same 


7. In advocating a proper fiscal policy for the rapid industrial development 
of the country, the Committee would like to point out that industrialisation of a 
country cannot be secured by protection alone. Adequate attention has to be 
paid to certain other aspects such as incidence of taxation, incentive to saving 
and investment, etc. It is. therefore, to be considered whether the Fiscal 
Commission should not submit their recommendations to the Government on 
this aspect also, at the same time suggesting that Government might include a 
clause m the terms of reference of the Tariff Board to make recommendations 
for encouraging a steady flow of adequate capital to the protected industries. 

Question No. 2 — 


. development of protected industries like sugar, paper and 

unpact of World War n led to - u ^ ^ nailhon tons. The 

of rice. Agunst this decHne hj productfon of ^ PKiduction 

wheat incre^ed by about 8 milbon^lLs 
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(6) 9. Consumption. -On the other hand, the increase of population during 

the last decade necessitated an increase in food *““*“*““ 1®.=™ 

the meagre pre-war diet. According to the Census Eeport the total population 

in liidiim Union alone was 298 millions in 1041. On the ha^s oJ e.c^ o£ 
hirths over deaths, the estimated population figure in 1948 will 

millions, m, increase of about 19 per cent. Over and above the wfr resS^Hn» 

a»e ill food was aggravated by the currency expansion during the 

in a Steen rise i^ prices. This price increase has been more prominent m 

the food sector in view of the chronic food shortage and 

This increase in food prices has not led to any increase m food production 

(cl 10 Ecrarding foreign trade, while undivided India had a tradition^ 

monc.pol^f the wo'rld .e4rt trade in raw jute, the VrstK 

as the world's heaviest importer of q ^ ^ 

about a miUion tons of the fibre to keep her ]ute mills gomg for 9 out of the 

12 months in the year. A simUar transformation has taken place with mg^ 

to raw cotton The pre-war exports of undivided India mounted to 2 

bales, largely of short staple variety, whereas the b'ls to import 

present about one miUion bales, mostly medium and long staple. 

Question No. 3 — 

. 4 . 18 : 11. On account of the above defects in our agricultural ^ 

rriisri. i”" “s srr .r;f r- 

our own bordei. The possibility of increasing the cultivation of raw ]ute m 
India is no doubt hopeful. 

12 Partition has also affected our cotton textile industry, 
cotton tLtile industry has come to depend more and more on im- 
ported raw material? due to internal shortage of the long stapb 
variety As a result of partition the major portion of the long staple quali^ 

has bLn lost to in West Punjab and Sind and our dependence on foreign 
sources for the supply of long staple cotton has increased. 


Question No. . 

4ns- 13. Agriculture must necessarily occupy an important m our 

national policy because of the necessity for providing adequate food for the 
^orng population and raw materials for our industries, 
fgriculture must be an integral part of any scheme of rapid and balanced 

industrial development in our country. 

14 Anv scheme for improvement in agriculture must begin with t^e con- 
version of' the present uneconomic unit of production due to almost unendin 
pmcess oi sub-division and fragmentation of holding into a oonsohdated 
cw?omic unit of production, which would make our agricultural operations 
profitable With tL consolidation of the existing fragmented and scattered 
un°ts and the introduction of scientific farming, existing pnmifave t8clmi.|ue 
of production must be changed with the introduction of mechanical fa™*”® 
ttough the application of modem scientific implements like 

ind thrashers. The possibilities of mechanical cultivation in India 

in the follo^ng directions:— 

(1) Eeclamation of land now covered with scrub jungle, and reclamation 

of land from weeds. • ^ a 

(2) Mechanical cultivation in the earUest stages in large blocks of lands. 



15 Laree scale farming and mechanical cultivation bring with *^^6“ 
t^ecessity fir uSusation of manures and fertiUsers on a much large scale than 

:are used today. 

16. We shall have to improve the technique of agricultural to 

enable the agriculturists to secure fair price for their produce. .j 

for the improvement in tillage and technique of Indian ure 

have to make adequate provision for agricultural research and help the agn 

culturists to utilise its results. 

17. Adequate provision must be made for protecting food grains against 
■damages caused by insects and rodents. The need for increasing e 

under commercial crops, especially jute and cotton, cannot be overemphasised. 
For achieving this end, the need for converting our apiculture from its e.xisting 
■srage oi deficit occupation to a paying occupation is imperative. 

18 First priority should be given to increase production of food through 
application o/such measures as are likely to give immediate results, ^overn- 
me^nt should not wait till long-term irrigation projects are completed, they 
should try to step up food production through other measures, such as supply 
< 3 f improved seeds, fertilizers, etc. Government should also try to connect 
remoter food producing areas to the various markets through a proper road 
system. Preservation of food through refrigeration, particularly m case of 
fish in West Bengal, would also be helpful. 


19. India’s resources in minerals of strategic importance, minerals of muni- 
tion and defene armiiments, base metals, alloys, fluxes, refractories and 
accessories-miuerals may be regarded as adequate, in several but not all of 
them. India is deficient in tin, tungsten, lead, zinc, nickel, graphite and liquid 
fuels. But in the case of the basic metals like iron, manganese and aluminium 
India is well supplied with a large excess. Ancillary minerals such as 
asbestos, cement, clays, mica, various salts, ores and other minerals of indus- 
trial utility are available in sufficient quantities for our needs, and in some 
-we have an exportable surplus. We have failed so far to take full advantage 
of our mineral wealth. We should make a more realistic approach to this 
-problem in order to evolve out a more balanced mineral policy for our country. 
Four of cur minerals, mica, manganese ore, ilmenite, and monazite, are of 
great iroportauce to the industries of the world, but unfortunately, the entire 
■production of these minerals is exported in raw condition. It is possible to 
prepare micanite from mica splitting, extract thorium oxide and carium from 
monizite, smelt manganese ore and ferro manganese and manufactured tita- 
nium, white from ilmenite. Similarly, there are possibilities for the increasing 
use of mineral raw materials with the gradual expansion of our industries 
under a policy of intensive industrialisation of our country. 


20. The serious obstacles towards full utilisation of these minerals is that no 
geological survey on a comprehensive scale, has yet been undertaken. It is 
a welcome feature that our National Government is alive to the responsibility 
•of achieving mineral self-sufficiency to the maximum extent possible, 
.and a policy of 5 year-plan for the expansion and re-organisation of 
the Geological survey of India was announced as early as April, 1947. \ 

rscheme for intensive industrial development implies a rational and well plan- 
ned mineral policy which would aim at the proper development of our mineral 
resources in a systematic manner avoiding all wastage and properly conserving 
our resources in the national interest. Regarding coal, introduction of sand 
atowing and extensive use of machinery in place of open air coking will save 
much coal now lost in pOlers, premature subsidences, mine fires and loss of 
to top layers. Another serious defect is that very often good coking coal 
which should be used in metallurgy js used as bofier coal often in Rluway 
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Engines. The conservation of ineiallnrgica! coal must be the first step in our 
future policy of industrialisation. There is also great scope for the production 
of innumerable bye-products vital to the development of industries. While 
remembering the fact the coal is still the primiU 7 source of power in India, 
concentration of coal is a serious handicap in the localisation of industry in 
India. In any scheme of rapid indnstrialisation of the country in the future, 
tliis defect in the location of our coal deposits will have to be remedied by 
finding out alternative and more economic sources of power. The develop- 
ment of liydroelectric resources would be an invaluable supplement to our 
power resources. In fact the industrialisation of the Indian Provinces, distant 
from the local coal fields will largely be determined by the provision of elect- 
ricity as a source of power. By electrification we can economise nearly three- 
fourth of cur cool consumption. Further, utilisation of low-grade coal in the 
generation of eleetricty would release a large number of by-products useful for 
the development of chemical industry. At the same time, it would facilitate 
electrification of the railw’ays which is bound to give a great impetus to indus- 
trialisation and also encourage cottage industries in the neighbourhood of 
electrified lines. 

21. India possesses rich deposits of manganese ore of excellent quality, 
which is partly utilised by the domestic iron and steel industry. We are also 
exporting manganese ore on a large scale. There is a considerable scope for 
expanded application of manganese in our domestic industry. The manufac- 
ture of diy batteries, containing local manganese ore, can be expanded to- 
promote more efficient utilisation of the manganese ore we are exporting today. 
The development of a manganese chemical industry should be encouraged. 
Similarly, tlie domestic output of special manganese steel and of other alloys- 
shouJd be increased. The exports in the future should consist of ferro-manga- 
nese instead of raw ore. We should also try to impro\e the quality of manga- 
nese ore. 

22. India is the lading producer of mica, with an output of more than 3/5th 
of the world’s total supply. Today a large part of the total o\itput is exported. 
In fact mica is one of the most important of India’s e'xports. Internal utili- 
sation of this most important raw material on efficient lines, should -ba 
encouraged. 

28. From the foregoing analysis it will be seen that there is a w'ide scope 
for tlie intensive development of' our mineral resources, which must be essential 
in any scheme for intensified industrial development of our country. There is 
a considerable scope for more efficient utilisatiou of these mineral resour^ 
within the country by organising new industries and encouraging expansion 
of some of the existing ones. There is need for a Mineral Research Institute 
for India, like Forest J:lese^lrch Institute to conduct, guide and co-ordinate 
mineral research. 

Question No. 5 — 

Ane: 24. The Fiscal Commission in 1922 recommended a policy of discri- 
minating protection which was accepted by the Government in 1923. A num- 
ber of industries like steel, cotton, sugar and matches were granted protection. 
The growth and development in respect of these protected industries were 
achieved in spite of the fact that from 1927 onwards the Indian Tariff System 
has been patterned by considerations of Imperial Preference. The economic 
situation before the out-break of tbe second world war was that while India 
had developed some of her domestic industries, she depended on foreign countries 
for the supply of a number of manufactured gooods Mid the off-t^e of a sgfa- 
Stautiai part ot hef output of tow materials. 
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26. world war^e^oW 

produo°ive“Lpacity‘^of*the existing organised industries 

uevv fiefds of industrial operations, including munit.ons production 

of the lii-st air craft company and the coming into homg of llio nucleus of 

the Indian ship building industry’. 

26. But with ali tl^ i^ abo”l- 

industrial output 1938-39. This increase in industrial outiuit and 

i miTut was achieved at a lower efliciency level during the war period 
drSXttiora continuance of extra marginal fii-ms in pro- 

duction efc Again it is to be noted .that the progi’ess registered ev^n during 
the war has been almost in the direction of consumer goods mdustnes to a 
Btiikin^T neglect of production of capital goods mdustnes. There has *^oen pr - 
ti-ess both hi nace^nd range of production since the outbreak of ^\ar, but it 
fias been more a matter of placing orders with pre-selected producers rathe 
than a serious scientific attempt at mobilisation of industrial resources of .he 
^hole country. But in spite of great opportunities presented by the second 
world war, wc have not been able to make any rapid advance m industw^ 
development, partly because of the Government’s lukewarm attitude, partly 
because of disabilities like absence of basic industry, e.g., chemicals and 
machineries. Perhaps the only gratifying feature to note in respect of Govern- 
mentis industrial policy during the war was the assurance given to the nevviy 
established defence industries and various other small scale industries that they 
would not be left high and dry after cessation of hostilities and that due 
ance would be given to them during the post-war period. 


27. .ymost since the end of war, but more particularly from August, 1946 
tl.ere has been a steady decline in industrial P/<rf“ction The importaut 
factors responsible for this decUne in output are:-(l) the difficulty of obtain- 
ing capital equipment; (2) labour unrest’; (S) transport difficulties; (4) shorta^ 
of coal; (6) insufficient raw material supplies, especially due to partition; (6) 
the paralysis of investment activity due to political and economical uncertain- 
ties. The partition of the country has been an important factor in contributing 
to some of these causes responsible for decline iu industrial output. 


Question No. 6 — 

(<i) 28. The wartime increase in our industrial activity failed to bring 
about the rniich needed balance in our economy. In respect of occupational 
distribution of population, India stands still at the bottom of the ladder inaa- 
ipuch as nearly two-thirds of her population js following primary occupations. 
The wqr-time increase in our industrial output has been mainly in the direction • 
of consumer goods industries at the cost of neglect of capital goods. What is 
W'orse is that existing capital equipments were w’orked under heavy pressure 
and replaoepDent or renovation of the existing plants had to be postponed 
indefinitely due to the exigencies of ^gr. Spaj^iy grovtji of basic heavy che.mi- 
-Cals industry, ship-building industry, absence of a modern ^-craft and auto* 
mobile industry, machine tools and engineering stores and such others, largely 
account for the inability on our part to utilise to the full tlie opportunities for • 
rapid industrial development created by war conditions. In the ultimate- 
analysis it is the existence and development of caiHtal goods ind^tries which 

consumers goods. .Our ^scal polioy must have 
. ^ fibbed m r^onse to tha need lor encouraging the growth gnd develops 
.of jhnrfi capital goods industries in pr^erehoe to conaumer goode ipdu#.- 

^ iaiustrial poHoy must be direotod to 
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(d) 29. Modern industries in India owe their origin to the pioneering activi- 
•ties undertaken by the Managing Agents both British and Indian. The Manag- 
ing Agents were also instrumental in the supply of a regular flow of trained 
and efficient Managers. There is no denying the fact that modern scientific 
management has come to play a more and more important part in recent years 
in respect of some of our best organised industries. But the degree of effici- 
ency of management also depends to a great extent upon the level of efficiency 
ol other co-operating factors, especially labour. Given the existing level of 
efficiency of labour, there is a limit beyond which any further application of 
modern system of scientific management will instead of increasing yield, lead 
to a liiminishing yield. However, the fact remains that mthout the Managing 
Agents and tlieir resources it would not merely be a difficult but an impossible 
task to attain the degree of industrialisation that we would like to attain in the 
next ten to fifteen years. 

{e) 30. Capital in India has been proverbially shy. This shyness of our 
•capital was accentuated by the absence of industrial banks or the great under- 
writing houses which were responsible for accelerating the pace of industrial 
development both in Germany and England. Capital mainly comes through 
savings luid in India it has largely been drawn from the middle classes, wdo 
•constitute an important investment section in our country. The crushing 
burden of high prices and of continued scarcity have told heavily upon their 
rate of saviugs. In the case of the very high income groups the heavy burden 
cf income taxes have dried up their reservoir of savings. There has been a 
decline in investment fund in course of the last two years in India. And this 
has come about exactly at a time when steady flow of capital for investment 
i? needed to increase our volume of industrial production. 

(j) 31. Increasing cost of industrial production has been the most disturbing 
feature of India’s postwar economy. Indeed this increasing cost today consti- 
tutes the principal bottle-neck towards expanding our export trade. The war- 
time and postwar inflation and the consequent higher cost of living all-round 
led to higher prices throughout the industrial field. Increased wages to labour 
unaccompanied by any increase in its productivity and increasing efficiency has 
today marie the wage-bill the greatest single burden upon every industrial enter- 
prise, wliich it has found impossible to carry out any longer without the risk 
of a further reduction of our industrial efficiency. 

32. The fonn of our industrial organisation favours intensive employment 
of labour per machine because of comparative paucity of capital resources as 
against the method of intensive capitalisation pursued by the industrially 
advanced countries which have made the overall cost of production much more 
increasing today than what it would have been otherwise. The continual 
.increase in the remuneration of labour in India unaccompanied by any increwe 
ir. its productivity or efficiency is producing disastrous effects on the saleability 

X)f our goods at home and abroad. 

33. Another important contributing factor leading to the^ existing higher cost 
of production has been the increasing price of raw materials,^ owing to world 
shortage of raw materials and the losses of many of our industrial raw materials 

to Pakistan. 

Question No. 7 — 

Ans fd) 34. Factory industry in Indian economic life is of comparatiwly 
recent origin The basic fact of our economic life is that we have never had 
an industrial revolution like the one the West had during the later decades 
of the 19th centurv. although the impact of this Western technological revolu- 
•tion could not wholly be kept out of our borders. Though India figures as the 
.’ninth important leading industrial country in the world, the extent to whicn 




factory labour dominates our industrial structure is not very great. Wbne 
faetoiT labour is mostly found concentrated in a few industrial centres more 
than 60 per cent, is to be found in the two provinces of Bombay and West 
Beo^^ai, labour engaged in small-scale and cottage industries is more evenly 
distributed over all the provinces of India. When about two-thirds of the total 
number of industrial workers are employed in small-scale and cottage indus- 
tries. there is little doubt that small-scale and cottage industries form au 
important constituent of Indian economy. 


^6) 35. Our economy is predominantly agrarian in character inasmuch ns 
the basic occupation o about 70 per cent, of the total population in India is agri- 
culture. And the dominant fact of our agricultural economy is that it is carried 
on in small-scale at an exceptionally lower level of efficiency, where the frag- 
mented units of production make it a deficit occupation for India’s teeming 
millions. Any scheme of rationalisation of agricuitiire demands solution of tliis 
basic problem of diverting surplus pressure of population from agriculture to 
more j'rofitable fields of industrial occupations. In other words, industrial 
expansion is to be made an integral part of any plan for agricultural improve- 
ment and is to be carried on synchoronously with the re-organisation of farming. 
However, there is one important consideration, namely, the problem of tackling 
seasonal unemployment which is so prominent in our agricultural occupation 
and which brings in the role of cottage industries especiall.y village arts and 
crafts carried on in peasants’ cottages as subsidiarj-^ occupation and which 
serves as au addition to his total income. 


36. .\ny scheme for rationalisation of agriculture, aiming at substantial 
addition to the total wealth of the country and improvement in the standard 
of living for India’s teeming millions must also simultaneously take into account 
the re-organisation of the traditional cottage industries wlierein the craftsman- 
ship has attained a fairly high level, and which supplies a pai-ticular demand 
that cannot be eliminated altogether. 


37. The fundamental objective behind any scheme for comprehensive 
national economic planning is to find out bow best the standard of living in 
the whole country can be raised to a reasonably high level wdthin a short time 
and with the means at disposal. For attaining this objective, the basic task 
is to show the best ways of attaining maximum output. The problem of more 
equitable distribution of our national dividend must from the very nature of 
our existing economy come later on. The role of large scale manufacturing' 
industries in raising this maximum output must be vital and an important one’ 
The economies of large-scale industry aided by power driven machinery and 
operating with workers in large numbers congregated under a single roof and 

speeiaUsin^g m all the variety of functions or operations in a given enterprise 
are too obvious to need recapitalation. ^ ’ 


« specialised field of operations to our small 

position of small scale and cottage industries vh-a-vis lar^e-Lale 
manu actunng industry. Competition of large-scale industry Indian or foreign 
or^oth. .s by no means the sole eause ot the decay of 7ottagrindusW:rin 

dependent ou the development of 1 P^^Siess of the country would be 

efforts of the counW aTlo bf d^reld f “dnstries and the 

of boHi. ^ towards the harmonious development 
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Question' iVo. 8-=- 

.■1ns. 40. Small-scale and cottage indusUnes must have a definite place 
-assigned to them in our future industrial set-up. If small-scale and cottage 
industries have to piny any iiriportniit part in our future economic developmisnt, 
they must be thoroughly re-orientated and established' on modern scientific 
basis. In other words small-scale and cottage industries mu^t try to absorb 
as much as possible the economies of large scale production through the adop- 
tion of scientific implement-s and other devices. 

41. Since the necessary plant, machinery and equipment for organising 
large-scale industry are not forthcoming’ in the required quantity and variety 
foi building up the induetiy, a great volume of demand^ must go, unsatisfied, 
th6 country’s wealth suffer retrogression, and its standard of living remain 
below a decent minimum. In such a situation small industries, especially 
village industries, may well be able to supplement country's minirhum require- 
ments which the more up-to-date industry is unable to provide for reasons just- 
-indiealed. 


S^ctioK (A)(ii)' 


Qu^atton No. 9 — 


: 42. It ie difficult to give a comprehensive list of the small-scale and' 
•cottage industries mainly due to lack of any precise definition under which 
■these industries can usually be explained. Cottage handicrafts and industries 
nlay be classified' under the following heads:— ^ 

(d) Peasaht? art and crafts catried- on aa SiibsidiaTy occupatibn' by Culti- 
vators; 

a" 

(c) village art industries carried on by artisans with^specialised skill at 
a standard of art which appeals to a wider" Market'; 

fd) Urban arts and crafts i^eiwesenting' sfipeHor draftsmanship many of 
which still survive. 


(b) the industries which su^h^y the neCds of tbd village cfiinled oti' by' 
specialised group of workers like ctirperiters, blacksmiths*; 


43 To go into greater details, industries which . usually come under items 
'(a) and {b)r namely, flour grinding, rice pounding, basket making, gur making., 
fruit- presemitionj rope making, weaving of blankets, etc., should be developed 
as subsidiary to agriculture. Industries falling- under groups (c) aqfi {d) likr 
handloom- weaving, glass bangles manufacture, carpentry, toy making, ivory 
work, carpet making, silk industry, cutlery,' brass metal works, etc., may be. 
developed as independent units, because the people engaged in these lines of 
manufacture have alresdv formed themselves into distinct social units, who 
by virtue of their tradition and inherited skill, have already earned certain 
amount of efficiency in their respective domains. 


Question No. 10 — 

Ahs - 44 The chances of developing exports of the products of cottage 
industries are extremely limited. The market for such products in a foteign 
country is limited by a number of considerations. It should always be 
bered' that foreign demands for such' articles are sometimes ex.tremejy nckle. 
It is' therefore difficult to assess hefbfe-harld' thC' sCOjle'fdi- such {(rCdliots m a 
forei^ ebuntnes whose demand' is limited by cCnsiderUlons of pe^CnaJ tpstes 
and likings Indian carpets, curios, ivory goods’ and certain Wpfes of olotnes 
mariUfact'ured in South' Iiidia from handloom industry m&y have ei^sivp 

-markets in foreign countries. 
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M^uestion No. Il- 
yins- 45 It 16 wrong to presume that the policy of protection has, in any 
^av affected adversely or is likely to affect the interests of the small-scale and 

w ^ , 

•cottage industries. 

Question No. 12 — 

/Ins: 46. The artisans in our country are heavily handicapped in procuring 
-raw materials for their products- due to uncertainty in the supply of such raw 
materials, unreliable quality of the goods sold to them by the middlemen and 
often- at high price charged. This position can be improved by organising 
‘different classes of artisans engaged in various cottage industries in our country 
under co-operative societies (on industrywise basis) which will undertake pur- 
chase and distribution of raw materials to' the artisahsl 


47. The cottage industry workers in our country primarily rely on their 
inherited skill. As a result, their technique of manufacture is crude, often 
highly uneconomical. On account of this, many aixisans have left their ances- 
tral avocation to find out more remunerative jobs' in the cities. Medhanisation 
-of cottage industries through a wide and extensive use of electricity in the 
rural area will> undoubtedly, help the artisans a lot in building up thte cottage 
industries of our country on a more scientific basis. Eieotrioal- power fw this 
.purpose might be made' available from thermal stations built at convenient 
centres. Besides, demonstoations, touring classes, scholarships and,-' ejchibitions 
•should be organised by tbe Government frequently in order to populatiee aoumg 
the artisans modern techniques, current tastes and fashions so that they may 
adjust themselves to’ tfa^ developmente. 

48. -In the sphere of finance, it has been found from experience that modern 
hanking institutions including co-operative credit societies' have' so far beet! 
unable to give substantial help to ^ese arrisa^. The assete of these artisans 

Besides, due to continued apathy of the Government there was 
•iJMdly any guar^tee uptill now regarding the prospects of immediate marketing 
of their products. What is, therefore, ^uired in the matter of finance for 
such industries, js the establishment of a special banking institution, which' 
can wme in direct contact with these artisans and can render timely financial 
^j^stance after assessing the position and the actual requirements of' each 

lY* ^th the problem of finances is the question of marketing. 

J.>ufe to ignorance and illiterkcy of the cottage indtistiy WorkeW; their products 
are old fashioned lacking requisite fitii^h and quality. Thefr cnid^ technique 
of prodbetion has further inflkted their' costs of’ manufactui^; which, ofteii', 
have made it impossible for them to maiket such' products at competitive 
prices It 18 , therefore, felt that unless steps are taken to remo^^e these defeacts 
any soh^e to expand markets for cotrt»ge industry products is unlikely to bear 

t-KU cottage induetries in those lines of 

manufacture, which have- already been undertaken bj. large-scale enterprises. 

■br'inSsSw nbtr yet' been or' are not likdy tO' b^ahSbSed^ 

-discretion i^sdwrineto^^H'^??' GoVertlttgnt' shbtlld' uSb thefts 

n selecting cottage industries to be sfilfeiffigeff bV tKegj dfld'sBfttfM 



32 


also clearlj demarcate tbeir lines of production so that they may not un- 
necessarily compete with oragnised industries and thereby create fresh compli- 
cations. Indiscriminate State help to revive or foster many of the moribund’ 
or dead cottage industries will simply create certain State subsidised social 
groups who will try to contiuue their existence on State help and local senti- 
ments. 

Question No. 13 — 

.d is: 51. The possibilities of foreign markets for the products of cottage- 
industries cf our country are e^tremely limited. Kindly see answer to Question 
10. It is dirticult to assess beforehand the prospects of foreign markets for all 
such products. Steps can, however, be taken by the Government to push 
sales in foreign markets of such products, which have earned a reputation such- 
as. Indian carpets, special types of handloom cloth, etc., though in a small 
way trade negotiations will undoubtedly be helpful. 

Section B 

Policy of Discriminating Protection and application since 1923 
Question No. 14 — 


Ans: 52. It may be seen fi-om the following cases that the Tariff Board 
could not go merely by the formula suggested by the Fiscal Commission, and 
had to pay attention to important external factors, which varied from indus- 
try to industry and even from one enquiry to the other evidently because eco- 
nomic conditions changed with time. 

53. In the case of the steel industry attention was mainly paid to price prob- 
lems and other factors which were wholly extemal to the Indian economy such 
as increasing potentiality, after the war, of foreign producers, exchange deprecia- 
tion and over-valuation of the rupees. 


54. For cotton industi 7 , the need for preliminary protection arose to “safe- 
guard” the interests of the industry fi*om the injurious effects of the depression 
of the twenties mainly brought out by the “currency exchange" factors special- 
ly arising out of the depreciation of the Japanese Yen. The Cotton Industi^ 
was already an established industry enjoying full advantages of raw materials, 
home market and labour supply. The conditions laid down by the Fiscal Com- 
mission were, therefore, only formally examined with respect to this industry. 
In the second enquiry, the Tariff Board frankly admitted that the weightiest 
argument for protection to the industry was its immense national importance. 

In case of sericulture industry, which was found to be strongly established 
for a long time, the only point to be carefully investigated was according to the 
Board, the adoption of such measure as would lead to increase in the compe- 
ting power of this indigenous industry. 

55. In case of sugar industry, the Board found the factors of natural advan- 
tage market and labour as established. It also satisfied itself that the industry 
could not progress without protection. But the Tariff Board recognised as a 
“a matter of definite national importance ’ the increase and stabilisation of 

sugar industry. 


In ease of paper and pulp industry, however, the Tariff Bowd confined 

its enquiry strictly to the conditions laid down by the Fiscal Commission. The 

production of paper in India at that time wa^ small (there was 

miin and there were only two varieties of bamboo pulp paper produced. The 
mill) and tne developed almost from nothing— so the effects of oxler- 

v'er/ ne^lig^fe ^ The lariff Boerd, therefore, 

midf their decision stoightaway on the basis of natural advantages and the, 

intensity of foreign competition. 
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57. In case of Match Industry, the Tariff Board readily adniilttd llia( \h_ 
sides deserving protection from the point of view of triple conditi' ?is flit- “m cd 
for protection arises entirely from two causes, viz., that tlie Sw edi-li Mai eh 
Company are importing matches at a })rice below ihe economic l<-vel and that 
there exists at present a very marlfcd prejudice against Indian Mai- In 

58. In refusing the claim for protection of the ^Itignesium «’ld‘)ridc In lu-try 
in its first enquiry, the Board did not pay any cnnsideral i< m I ) it' iitip -rfam-e 
to the indigenous textile incluslrv. Thus it wonhl app.-ar ihai itn- hni'i l^lal••l 
strictly adhered at the first instance to the IMritjuIn nl ilm Ki-:r:'| i ■,,tnini'-i, ,ti. 
In the later emjuiiy however, the T.arilf Itoard comliiih-d tlmi tin- nniii'ity 
couhl wi!h>(r;:i(l tVr-’iL-i. c.'inn- 'iti-';. whe-; !••(: •i ;! nr -I- ■ ni ' >■ 

. J • • 

was granted. 

59. Thus it will be seen tliat in case of each industry asKiinj foi- nri'ti-ci ion 

« I 

the policy recommended by the Fiscal roninii.ssion was adln-rcd to, but strict 
as these conditions appear to be, sonje industries would nol have henn n-ciir 
mended protection unless the Tariff Board has made iiln-ral iiitm ])rilatioii,> of 
the conditions where protection was justiiied on ofln-r grtnmds, 

fiO. Other main deviations from the policy laid down hv lln- Fiscal Comniis- 
sion was undue regard shown to Imperial Prefeixuicc In case of Steel and {’otU-n 
industries in spite of cold deliberation on tlie same l)y the Fi.scal Commission. 

61. The /Id-hoc Tariff Board, however, clld not pay much attention to non- 
fiscal and other supplementary measures of assistance suggested hv the Ki-^cal 
Commission. 

Question 15 — 

Mas: 02. The policy of discriminating protection, as enunciated by the Fis- 
cal Commission, is a compromise between foreign commiTcial interests and 
insistent demand for rapid industrialisation of our country, d'he Fiscal Com- 
mission s formula for selective protection has been hedged with rigid conditions, 
an a cumbrous and roundabout method of application, so that the necess iry 
assistance came only after a considerable lapse of lime. Protection tn h.- etfeo* 
ne ^ust be prompt and adequate. But the dilatorincss in the application of 
is iscnminatory protection has oftou made innocuous the iiiadequate assis- 
tance rendered to our industry on the oasis of such principle. i:;e.si,les, there is 
adequate evidence to prove that a country can reach a very liigh level of ottl- 
ciencj in any industry without having sulVicient supplv of raw materials <>r an 
extensive market at Imme for such industrial products' The textile inclu.strv of 
e-ngland and Japan and a number of other industries of Germany an I .Cq-an 

are effective answers to those who sluue the majority opinion of the Fise.d <' om- 
mission. j . i 

03 Moreover, within the limited i'liirnevv.rU nf discrimiiial ing pi "(fctiini, the 
^iscal Commission suggested discriminating preferential dtitie< f<>r British im- 
T^rts. Such countervailing factors had. in fact, made inelTectivo. in many cases, 
the small assistance rendered to our industries according to tit's principle. Evei> 
e thiee parts of the formula i-eem to lie inconsistent. An industry fully satis- 
‘ “6 first condition, may not require protection nt all. and therefore tlid 
question of satisfying the second condition does not arise. Again the tliird con- 
dition IS i-edundant. Protection is given to make an industry strong which hard- 
needs any further nursing if the initial doses of protection prove to be elective 
in denied that the urgent need under tlie prevailing circutnstai)cf 

n la was to enunciate a policy to create the necessary industrial atmosp.he’ 
iscriminatmg protection as it has been found from experience, lacks in t 
0 ness. The case of each industi*y should have been judged with referenc 

m 
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tile necessity for imlvistrialisation of the country as a whole. But, under discri- 
minating protection, the case oi each industry is examined in isolation, and 
the necessaiw protection is given accordingly and in a piecemeal fashion. The 
result ha.s been tliat many deserving cases liave been overlooked and turned 
down mainly because tliey could not somehow tit in the straight jacket of the 
triple formula. On account of the rigidity in the ajiplication of these conditions, 
this principle failed to render any eticctive assistance during the first fifteen 
years of its working, to “embryo" industries. As such, it failed in its primary 
objective, ns n “State policy", for industrial development of India. 

(il. SiifKce it to say that the industrial problems of onr country during its 
transitional stage (from iiriinarv stagf to full industrialisation) were not of raw 
nnitcriaU, iioine market or labour, but “of tlie absence of an indu.strial atmos- 
pJierc — (.'oiifidoncc of capital, inertia and momentum of start". Thus when a 
fulllledgetl protection was needed to save our struggling industries from untimely 
coiiaiisc due to foreign dumping and coini)etition only a rigid nud selective pro- 
tection wa.< riTommcndod and adopted with its dubious methods of assistance. 

f/ucstinji A’o 1(>_ 

- .'iVv ■ answer to Q. 15 that the “straight-iacket" 

Oi Discrnmiiatmg Protection" would hardly lit iu with any comprehensive 
scneiue for industrialisation. It cannot he denied that certain established indus- 
tries reenved f<,n.sidei-al>le assistance for Ihcir development or to tide over the 
temporary crisis, especially during tlie inter-war. period. But, due to the rigidity 
of the conditions, effective or timely assistance could not be given to many 
young industries. 7t is Jitlicult to liold the Commission’s contention that grant- 
ing protection to new industries would encourage speculative element. The 
Commission, on tlu? other hnml, refused to see tlie simple fact that lor many 
industries, the initial difficult es may be greater and more serious tliaii the latter 
stages of development, and that for this purpose, the promising industries would 
lequiic assurance of substantial help from the State before these 
could be started at all. Such help from the State should be unqualified 
in the first instance. The inherent f.-dlacy of the triple conditions 
can be ex])lained liy reference to the case of our glass industry. To refuse protec- 
tion to the glass industry on the ground that some other industry (namely Alkali 
industn) did not exist “was in reality begging the question of future develop- 
ments which are bound to by cumulative in their process”. Instances like this 
may be multijilied to show how “myopic" and unimaginative these conditions 
have been in their content and operation. 

()G. These conditions are further unteimble on tlie ground that these restric- 
tive measures in granting protection liave failed to encourage diversification of 
our industries on the desired level. It is not an argument for “economic nation- 
alism". It is merely an objective ujqiroach to solve the outstanding problem 
(jf full emijloyment which is an inevitable sequence of greater industrialisation. 
Such diversification would also ])rovide a good market for the products of other 
induslrie.s as. with the increase in the wetdth i»roducing capacity, the wealth- 
consuinin*' capacity will also increase jHiri passu. Passing of the safeguarding of 
Industries Act in 1932-33 on the British model is a clear admission of the in- 
etletttivencss of our selective protection policy. 

Question No. 17 — 

Ins- 67. Protection by itself cannot ensure industrial development. The 
net effect of protection is notliing but complete or partial shutting out of imports 
and thus to curb the unfair and unwholesome competition offered by foreign 
manufacturers. Protection is only one of the means of industrialisa- 
tion and ferms only a part of the programme of industrialisation. 
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68. The Fiscal Commission did not suggest uuy measure to break the prover- 
bial sh^’uess of Indian capital. The Commission sliould have suggested a com- 
prehensive policy for Industrial Finiince with participation and guarantee of the 
State. Moreover, they do not seem to have appreciate<l iniiiortance of tin-* in- 
creasing association of the industrialists with tlie tJovenmicnt to give full eliccis 
to the industrial policy of the country. Increasing realisation of this aspect, 
would lead to the formation of industrial asstjcialion.s in order lo a-. sure iiiiuost 
industrial co-ordination and team work. 

GO. Fiscal Commission did not mention anything about the rcfornis of I lie 
Go\ermucnt stores purcluisc jjolicy. This is a kiiul ul iiuliivcl subsidy adopted by 
Government in order to inicijsiiy demand for iinligcnous prodiiets and to iijcul- 
cate an element "j; ];restigi; in them, li.x.-al CoUiinission .appe n-.s uOl to leave 
given proper cmpliasis on ibis kind of :issi.,iaiiec. picsumably to av-id 

complication.^ in tiic iulnre scheme ef preference lur Jbiii.-b 

.U, in the liehl of iiidusliial research and statistics, Fiscal C.aniuissir.n did 
-lot give any jiroper <brective whatsoever to ll«- i ioverniiient. If the ultiuiat.^ 
pmposc of diserinnuati.rN pivleclion is m ivhiiild cm- uajuslries. il- is -luite 
Jiu])eratiye tliai uece.ssiuy facilities shou'd U- gnuiied by ( b crmneul lor iuipuils 
ot luaehinery, plants, ciuipmenis, ete, lor dexclopuienial puri) 0 .ses. Fiscal (dun- 
ini.sion did not pa\ suilicicut aitchlion p;. this asiwi't of om import pnip-v. 

.1. liie world war 1 had also shown Ihal a eountrv should be iiiilusliaallv 
dcyelopcd as a measure of i)repaivdnc.<s again.,l miliiarv cmcrgemcv. T'lic essen*- 
lial need therclorc was the creation of au indii>trial atmosphere ‘lor the whole 
U-Mutu as uell ns tor the development of particular iiKlu:.tries. The Fiscal 
mission failed to lay down even genera] lines of a full scale programme fur in 

Pond 

Qn-:.-ili(>,i Ao. iy — 
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■Xi 'i JXill V X!? ‘'“'F'**;'''' on ooiisuiiieis. This 

ana, chcnnsUn.os 

as a sXisXbelnFT 1 ? 'F'" ' 

pxs: S 

disproiiortiojKitc importance. ^ should uot be given 

lev.? dbt bistoX'nf 1 “"]^'“ ‘-•o'-uiunity is judged by the trend of 
clear evideneo o( tlie fact of how tbe'pXe 0 /^^ i’Criod is a 

gradually dropred down from ve-ir \o P^tected industries 

position and reduced their cost of produSon. " stabilised their 

snmers- burden any compreleX™ s£e"? that the con- 

^crease in the wealth consumin"%'’Xrhe yople®’’'''' ^P'o-^-nt and 
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70. Tile TiirifY BoarJ paiil particular attention to the revenue aspect and the 
consiqiient Iosn on the grant of protection to any industry'. They paid full 
reizai'd to tlu wislies o* the legislature in tins respect. 

77. It cannot be deined thi'v if protection is etleotive (i.c. cuts down total 
import.^ sub.-tanlialJyy, revcn .c must tall oft. But the fall in revenue during 
the ye.irs und..*r review cannot be wholly said to be due to protection. Although 
ilie lariii Board ful.y considered the effects of depression and leduclien in the 
jiurchasing power oi liic people us j'Ossihlc causes of lower imports, they under* 
rated the effects of these factors. Turther. the Tariff Board did not take into 
full consideration other measures that the Goveniment adopted or could adopt 
for ancTnenting the revenue to com|'ensnte for the loss due to levy of ju'otective 
dutv. 

78. llevcnue considerations should not be allowed to override Fiscal policies- 
if they are aimed at the industrialisation of the country. Effective protectioa 
will no doubt caiwe loss of revenue; but there are sufficient reasons to believe 
that such los> will be omply compensated when the ultimate object of protec- 
tion fructities. The Tariff Board should have therefore made a liberal inter- 
pretation of the- condition laid down by tlie legislature. 

Qui-stinii .Yo. 10 — 

Ans. 70 'Ihc m w principles «d iirotertion as laid dow n by the Government in 
their announcement in Xoveniber, 10-15, cannot be said to be a material de- 
pa’^ ir O-nm tli'' pr- ciplo of dis^riininaline protection envisaffed by fh<» Fiscal 
CoTiiimssiou. careiui perusal oi llie condiL.oUb could esiabiish llie fact be^youd 

all doubt that thev arc essentially the same as those of the discriminating pro- 
tection Tnspite of the inliorrent difficulties it cannot he denied that the new 
principles as bid down by the Government in November, 1045 oouM in no 
small measure render effective assistance to our mdustnes provided the lariff 

Board put liberal interiiretntlon on them. 

QiH'siiiiH iYo. 20 — 

B,. 80 d'he hopes that tlic Tariff Board will put a sufficiently liberal inter- 

pret'ation on th.i condilions laid down by the Government and apply them with 
b-mpathv and umlcr-tauding in order to ’’‘"'v’ f 

■ictual ai.plioetion of the i«uiff policy have not been fully reahsed. The Tariff 
Boitrd fail -d to co-ordinate the tariff policy with the industrial policy of the 

countrv ns a whole. 

,, 0, o.y 

ririff B^jard ^ Perhaps the most serious disappointment lias been eMpencnced 
Tariff lioarn. rein \ rnffon and Paper— from which protection 

““tiT-!™" Tireonsoiciation for witl>drav-al could have been p..slponrd 
was withdrawn, me cf<ns tu ic*«i jh »v ^ 5 r- tvtie tbown 


was rviMrdrawn. ^ ^ ^ ^ „ot justified when it was shown 

to the future. Such uitli.frnwal . J interests of 


:Ll”?hn;;Sinua::rM ;;; uYdolng ha™ to .he interests of 

the consumers. 

.2, in most cases in which 

„Haer the or of 1040. The rates of protection 

I, eon limited o ; ‘ at some-what higher rates. The Bepart- 

granted are the e.<i<=tmg rr . , . .> rTi„,.:« Board’s reports, has preferred to 

^ent of Sg reveniie rate's and^ in some eases, 

1 i. Tv.^v iho Tariff Foard curtailed the three year penod 

„i :^er!' 
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A mystery as to why the Government further curtailed the period recornuieuded 
.by the Board. Such a short period of protection does not lead to greater 
etficieucy. but creates an uncertainty which prevents us much clhcieucy as 
would otherwise have been possible to obtain. Protection would thus become 
ineffective so far as devfdopment of the industry on sound lines is conceined. 

84. The recommendation for grant of protection only by coiy/erting the 
revenue duty into a protective duty shows that the case of each industi-y was 
not carefully examined againsl the bacliground or national economy. It has 
been unwi.se for the Tariti Board not to distinguish between the various indus- 
tries on the basis of their importance to the ultimate industrial bct-up of tl'e 
country. Thus it iip])ears, no consideration was paid to tne general principles 
oI national planning. 

8.5. In all cases, except i)erhaps Cocoa industry the Tariff B‘)ard considoi’ed 
preference within protection. Although preferential duties on Brilisli impoits 
had to ho mainiainod because of the Trade Agi’eoment, it was co.p<‘t led 
that in order to malce the protective policy fully effetive and to 
remove the anomaly of “protection to encourage imports”, tlic Tariff Board 
would recommend to (he (lovernment tliat iiiinu'diate steps would ho taken to 
revise and remodel the existing >ra<le treaties and agreements. 

86. As a result, the industries that have received protection liavc not r. • 
-ceived it in adcijuate mea.sure. The claims of some deserving industries li^ive 
been rejected on wrong )ainciples. The claims for proUetion of some U 'W in- 
dustries sucli as sodium sulphite, but.tier colour and aerated water have been 

rejected ns thev faile<l to satisfy the, condition laid down bv the Govei rmient. 

# 

87. In almost all cases, Government have materially altered tlio recommen- 
dations of the Tariff Board. This was sure to diminish the effectiveness of I'ro- 
tection tu a very great extent. In view of this, it is claimed that the develop- 
inent of the .industries if there has been any. is due more to the overall shortages 
of commodities and the absence of imports. 

88. Looking to the other side, it must be admitted that the Tariff Board naid 
mure considerution to the non-nscal measures that the Government could adopt 
lor the quick development of industry. They recommended subsidies, refund of 
.excue duties, tax reheff, nod facilities for supply of raw materials, research and 
industrial Iraiiimg. It is unfortunate that Government rejected Ihe recommen- 

adequate steps to 

jnipleincnt the noii-fiscnl measures fully, 

89. The formntion of the Tariff Board only for two years (although defended 
Government as an interim measure) showed that Governmen^i did not realise 

the raportnnee Of a permanent and statutory Tariff Board. Whatever be the 

tnrbodfayro''e^‘ recognised as the nower-wicld- 

justified ^ ^'"'ci-nment a hesitation to set up a permanent Tariff Board i.s not 

90. According to the 1945 policy, the period of protection is to be extended 

instance for the industries able to get protection 
Most of the industries w^e industries grown during the war. It is noti possible 
for even a more established industry to develop on sound lines witMn a period 

dl Alo^^ industries given protection under the 1945 policy 

■developed almost under artificial conditions. The expectation is based on an 
.mcomprehensive view of the actual affairs of the industries. In fact it cannot 

4 ^ now whether the development during the transitional period was due 

^0 protsetion or to this factors of r6striGted feconomv Tf t • 

expected that m industiy can develop itself to such an extent be^aWe 


to fjice fcivigu competition in iiornml tiinus within this short pcrioa. The period' 
ot three vears Mill again not ensure certainty of future prospects, unless Govern- 
mem give a dehnite assurance to the effect tlint if the industry does not develop- 
to the dcsiivd extent, protection will invarial>ly be continued. 

tH. Altli.'ugh tile poik-y laid do\Mt that tlie industries started or developed 
<iun*ig the war would he eiigihlo for jirotection. no provision has been made to 
atlord juotection to industries that are started after the war as a result of the 

alisence of imports and improved conditions in the supplv of raw materials and 
laiionr. 

OJ (.oming to the conditions, it will he appreciated t'hat although couched 
in simjtle hmgnage they imply a coinpl.cated formula. The condition that an 
industry should be ‘‘established and conducted on sound business lines” has not 
been defined. In the absence of such a definition, the Tariff Eoard may ap))iy 
different tests and conceptions of soundness at different times and even iu case 
of different industries. Moreover, in an industry certain units may be conduct- 
ed "n sound business lines while others may not. In such a case the whole 
imlnstrv cannot be said to he cofuluoted on unsound lines and thus pvotectioa 
denied to the )>rogressiye firms. 

Od. The firs;, condition also laccludes consideration of the case of various 
applicant iiulustries from the point of \ipw of national economy. The tme policy 
of profeciion should l>e to encourage growth of all such industries that are 
important fo the national economy. It will certainly to he ihe responsibility of 
the Ji'ivernmeiit and the industrialists to organise and establish such influstries 
on sound line.'. 

91. The clement of costir.g that has been introduced is illusory. If. would 
certainly he un\\ isi.> to grant protection on the basis of costs in abnormal condi- 
tions. If again the Tariff Board were to compare indigenous costs witli foivicn 
costs, it would ho ait impossible ta.sk as reliable statistics of foreign industries 
are not esisilv available. 

95. To get protection the industn- must- he “strong” enough to develop with- 
in a leas'uiahlc time. Government, however, decided to give protection only 
for thi'uc \('ars in the fir-;f instance iind it is not understood iiow they took this 
pudoil to he a icasonable one to enable all ]»rotected industries to develop^ 
“sufficiently”. 'Without any elucidation of the true nature of “siilfieient” 
development. Government have again introduced an (dement of vagueness as 
to tlie rual stage of ncvelopment of a rising industry when it ^ill be able to dis- 
pense with protection or State assistance. 

00. Condition 2(b) lays down that an industry satisfying condition (1) \\ould 
be given protection provided that the devedopment of the industry is desirable 
in the interest of national economy. Thus far it was alright; hut the Govern- 
m'^nt imply that if protection is granted in such a case, the bmden (-f such 
protraction ‘should not be exxessive to the community. The last condition 
af.pears to he inconsistent with the first. It should he appreciated that m cu.se- 
of industries vital to the defence of the country, consideration of ^ost- ur burden 
would have to be waived in the larger interests of the country. 

07 Go\ eminent I'.ave laid down that the Tariff Board may also consider other 
forms of State assistance that would he admissilile in view of protect on. .t 
would have been better if exact lines of S.tate assistance that would be pi-or(^J?edF 
could be laid down, d’hus it would ii.ave been wiser and more appropriate if 
tlie Tariff BoaM would havo been asked to consider the ca^ of mdnstnes frorm 
the ))oint of view ot protection as well as of other State assistance, if necess-ary. 
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98. It is however, gratifying to note in the preference that Government liavo 
asked tlii Tariff Board also to consider additional or alternative non-fiscal 
n»easiires that should be taken to protect or assist tlie industry, 'i’lie Tariff 
Board made full use of this freedom and dealt at length in their report about tlie 
feasible non-.i>cal measures of assistance. In the changed economic (ircurn- 
stances, the ini])()rtane<: of sucli measures has increased to a u'liat (•.Nl -nt. 
Nevertheless tlic new iormula continues discriminating protection in a modilicd 
form; though it providiis scope for liberal interpretation. In fact the term.s of 
referejice are so vaguely drawn up that their utility will depend on the (‘XtLnf- 
to' which they are liberally intei*preted. 


00. Tile mo.«t unfortunate defect of the new formula is that it has left protec- 
tion as a “reward” to be sought after by the industries. The initiative h.as «'iil 
to he taken hv the industries and they have to be worthy of getting thr* ‘pri/r' 

Qiir.ction A'o.s, 21 and 22; 23; 24; 25 — 


: 100. The Committee leave these questions to be answered by the respec- 
tive industries. 


QitCfition Nos. 23, 24 and 2.5 — 
Kindly se.- detailed reply. 
Question No. 20 — 


.-la*: 101. With the increase in the number of indiistrinl units and improv.-- 
ment in scientific and ineciianical processes, there has been an increase in tb ■ 
numhei of skilled labour, .semi-skilled labour and teclinical personnel omnloveci 
in different industries, ihough in the last case shortage ol personnel in the 
higher categories is still being experienced. Of course, the relative position of 
these different kinds of labour vary according to the nature of the industrv 
and scientific progress made therein. The more room there is for nieeliani- 
salion. the more scope there will be for toelinicai personnel and semi-skilled 
labour. Where the machinery and the mechanical process is simple H will 
require larger number of un-skilled labour. i . . mi 

102 As regards stabilised industidal labour force, it mav be stated that as 
a result of concentration of different industries in different localities s.-vci-il 

w""'"' "'T” fni- 

Culeutta. eL™'-' ' 


Section- C 

Peview of the effects of Past Tariff Policiy 
Question No. 28 — 


WhUe*the“te“ue1Iri/did™: som!f assUta„cr'’it dM nofr 
imposed on the import o£ cotton piecegoods in 1875 The 

Though the dlesiic ranufLturl had anTdvtXe tW 
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agitation and niovod the Britisli authorities for the removal of this duty. After 
pr.'loiigid controvt-rsy, the dutv was removed in tlie vear LSS2. During the 


lirsl \\ iuld War, tlie vioveriiment of India, being in need of additional revenue, 
iloi-idid to raise ilie general rate of import duty. Accordingly the import duty 
on cotton fabiics was raised to 11 per cent. Tims the domestic cotton textile 
industry g>.t sciine advantag<| over tlie foreign manufacturers. 

ln[. As r- gards snear, tlu* rewnne duty from .May 19*2.') up to 2yih Vebruary, 
I'joO was ids. 4'8.- I'cr cwt. and tliis duty was increased to Ds. 0 per cwt. 
from 1st March, r.i-i"; and the same was raised to Its. 7/1/- in March 19131 
It- 9 1 - ii. Septemher 19111. The indigenous industry did not devedop 
d'lrlng the i're-proteCti('n period. 

(^hu’-'li'ni .\e. l;9 — 

1)1, S- li','). /fupyrts.— Duti'jg the period 192:d-24 down to the year 1930-40, 
the total imp-rr trade <4 India fell In al>out Rs. 02 erores. which meant a 
dr • .• '^e to tlie extent of about 28 per cent. It is to be noticed tliat the import 

ir.ele duruig tlii-. 


I'l livid marks two distinct treiivls — one from 1023-24 to 192tt-3U, 
•md Ihe vAlur ir'-iu lt';;.i.3l to 1939-10. The import trade of this country 
Muiued : incivasi- ol at’out Rs. l:i eiores fr-un Rs. 227 erores in 1923-24 to 
Rs gl't coavs ill r.i2’.i.3o. But after the year 1920-oO. there was a sudden 
Lireial m thi.i m ud .lud tin trade of the country fidl l)y about lU. 70 erores. 
It iieiv he n-iti - -1 ui this connection that during this period some of the major 
lii lia'i iiid 'slia.s w. i'- granteil tariff protection under cover of which it was 
p,.. il.l. !..r the uifaut Indian industries to develop on scientific lines-and cater 
to thr hmue market. Tl'is factor cnmhine.l with the political movement 
launched in the conutry and the international economic situation gave a serious 
hl'.w to tlie loriMcn indu.stries which considercal India as the host market for 

ilicii' pri.fdiiets. 

liHe Ahlioiigii elective protection prevents imfxuU of jirotccted articles, 
me: ,. -Mi pn.-perity lca<ls to greater imports of unprotected ones, inchuhng 
machl:t<‘ry. raw materials and luxury goods. It will, therefore, be evident that 
the policy of protectijn atfects the character rather than the volume of the 
import trade of j; miry. 

Ifi7. In Indii protection lias been a minor factor in determining the course 
OL til- trade, because Ihe general level of protection was moderate and it was 
aptdied to a small number of industries. The protection of anti-dumping or 
s.ifocuarding varietv. m. rely maintained tlie stclu!} quo of the operating forces. 
!is in tlie absence of such duties, imports would liave beim encouraged. Deye- 
iopmeiital pr.-tection has been aj.plied only in the case of two or three industries 
like sugar, piper etc. The schedule of' imports will convincingly show that 
the protective dut'e.s did iioj affect more than 25 per cent, of India s impoits 
(I93ti-4<'i not more than 35 per cent, of the imports (1924-25) prior to the 
int rod m.'t ion *4 protycti\c iiM-asma'S. But apart from all these facts regaiding 
thr nature and extent of jirotcction given to Indian industries, other forces 
also liave considerably iiiHnenccd the course of trade during the years under 
coiisiduration, namely, (1) the post-war (first war) currency upheavals involving 
de\ .hiaii'Ci in se^eral ca'vcs, !2) the agricultural depression of 1926, (.3) the in- 
dustrial de]>ression. etc. In this medley of forces, it is impossible to separate 
uut tlic exact consequences of protection on the volume of India s foredgn 


10.'^. Though the tall in trade cannot by any means be attributed to the 
li'-al poliev pursued during the last two decades, it must bo admitted that 
protection inlluenced the clianging character of our foreign trade, ^^any of 
the protected cominidities show declining values in imports, wliile other sorts 
• if imports like raw materials show a declining tendency and mineral products 
.show considerable increase. Cotton and cotton manufactures show a decline 
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■owincr to the -rowth of the imli.Lrenons cotton inrlustry. metals aial nms aiul 
hardware have fallen owin- to the rise of the imn and slcc! indn-irv sn^ar 
shows a drastic fall, no doubt caused by tlie pbenommal proulb r,f (b<- Indian 
industry. On the other l.and, macliinery lias more than maintained its place, 
oils including minerals and luhrieatine oils hav^ "one nn owme lo thr VM.junv- 
ments of the new industrialism: so al^o vehicles, especially owin" to ibc motor 
transport; instruments, dyes ami eliemieals hav-* resist i-r' d snbsfanlial increases 
which are accounted for bv tlie "rowtb of Indian industries. Tt is. I bt‘refor<*. 
evident that tlie character of the import tncle has cbanc'ed in sneli a manner 
that protected <'oods r*ov.’ tipnre less in the niport tra-le, wlii!" ti e o}o\vlh 
of industrialism, witli tlie accompanying ri^e in rim standards of liviii" of (be 
indu'ttvial classes, lias <:ne')Mr;i"rfl the iinp.irts of <'ei’fain cbeaner '^oil . of 
luxuries. 

109. From 1024-25 to 1030-4') the total import trade of India was almost 
halved. Imports from the U. K'. were ivlncvl aluio.st by GM i.cr eeni The 
relative position of the United Kin^dours ( oni|iet iloi's improved c >nsid.a .i»!y. 
This heavy set-back in tlie position of imports iV.im tin' U, K. was dm’ !>' liiuh 
prices prevailing In tliat country dnrin" a ]'eriod ef L'om ra! impovei Isbme, it and 
the poilfical boycott launchc<l in India at that time. 

110. E.T/mr0s‘. — As regards exports, the vah- • of the total ■•xporf tiad,. of 
India does not show wi<le variations for the lirst tluve \i .nv'. (here wa,-: a 
sudden breacli in the trend notice. ibh" for tlio year 192<'>-27. \vhi‘-h imiieai. s a 
fall in the value ef India’s export trade to (he (.•xlenl of about 1‘s. erorr-.-. 
The most important factor whioh eontriluited to tins l.reimh w.-i- M e !;. .o,y 
f'dl in (lie worhl prices of raw ruOeri.ds. pa!‘tieul:’rl\ of r o*t,.n an 1 i'O •. TIhis 
jn^w Ic’tI in Indian export trad - w---; fairly maintained nidil M-.- M?a; lOi'UOO^ 
Iv't hv tlie vear 193U-31 there was a"ain a sudden fall in the trend .md the 

« O 

-total value of e.xports for this ye.ir ainounted lo Ms. 'J2<) crore-i anpicxio.-Oid''. 
agamsv Ixs. olO emres in the )ircvioiH .war. Thus thno was a 'leerea-' i" 'he 
•export trade to the extent of aliont 20 per cent. 'I’liis sit nation was fmlli.'i* 
aggravated in 1031-02 wlien the t.dal value of India'.-, export ani-imi.d lo 
Ts. loj ci'orcs, tiiat is, a deci'ease (if .10 j>er ceni. over tin* \alue sliown for 
the \car 1020-30. In tlie year 1032-.'»‘), (hi' export trade of India toihdiel llu' 
bottom level sh )w;ng a decrease of about 57 per cent, in the volume m exnoiis 
■o\er (he t gure shown for 1920-3U. In the subsetpient years, the value of 
■expori-., however, increased considerably due to an increase in the volunio 
'of exported commodities. 

111. During the year 1924-25 to 1030-40, it will he noticed that India's 
export trade shows the highest inereasi- with regard to the United Kini:dom. 
•an increase from one-fourth of the total export trade (o more than onc-lhird. 
This marked tendency for India’s export trade to rely more on the rnited 

Ivingdc.m market seems to ho the eontinnation of a tendenov which started in 
a pronounced form with the beginning of the depression. .\l lh<' same time 
^lat there was a distinct Icndeucv towards declino in ihc share of principal 
Furjpe..:! countries of India’s export trade. Next to the United Kingdom, the 
•share of the United States in the ox-port trade of India also under-went a 
striking change. From about 9 per cent, in the begininc of the period it 
-captured a share of about 12 rei cent, bv the year 1939-40. After .some alter- 
jatiye improvement and recession there has been a distinct tendenev towards 

loVoru® India’s exports to Japan, from about 14 per cent, in 

her share fell down to as much as 6 per cent, in 1930-40. 

112. To sum up, so far ns the relative position of the different countries is 
'Considered, the U. S. A. had the best position, as, while the total export trade 
of India declined by about 40 per cent., the share of the U. S. A. declined hv 
■about 20 per cent, only and that of United Kingdom by about 27 per cent, and 
Japan by about 76 per cent. 


Qtosnoii x,-i. ruw 


U.>. U -n.ntinnr proU^etion for a .specified period of fime is intended 
to he p (he industry to stninhse its.-If on n level of effieienev so ns to make 't 
Mttnnilv m.lepeii.lont of State patrona-e. State interference hv various le-is- 

enrhVVit’T ^etion is fully unjustifiable. The sugar indus'trv 

- le c.tMl ns an illuslration. (lovernnicnt control it) respect of sufrarcane 

priee^ ,ias not hee!i ^ erv wisely appli-d. The poliev of fixation of minimum 
priees ojs.urhed the natural economic adjvistment of demand and supply. 

H i. The policy of il,e Oovernment with reearl to the cotton industry show 

some speriftc mstanee.s where it can he asserted that the interest of the country 

saenheed at the altar nf the interests of the British inanufact)jrers The 

p.diey of levv.ng import duty on the mw matt-rial -avo indirect assistance to the 

foretcM Tnaniifactur-r -md the British OoverniT' -f <i:d not h^sit.te in the iv.sfe 

to fake recouis- to this indirect measure to sateeuard Bancashire interests. 

tfiouirh op(‘niy they described it as a revenue dntv. 

% 

Section* B 

Foctom in the forniiilation of o new Fificol Pohci/ 

Que^.tion Xo. dl — 

da.9. llo. India’s foreign trade, after suffering a setback during 1937-38, 
began to improve in the early part of 1039. The out-hreak of war. alTocM 
Jic volume and value of India’s foreign trade to a considerable extent. India’s 
foreign trade was reduced to almost half of its pre-war disrnension. 

IIG. llie allied countries, being pre-occupied with production of war 
inateruus. iru'rejHcd llioir doniaiul from livlia for sovt'ral I'aw iimtorial'^, food* 
Stuffs and manufactured articles. Moreover, their inability to produce for 
export markets and witlidrawai of European supplies from the markets of 
Asiii an«l .\frica increased the demand for Indian goods in the Near and Middle 
East, yiiortage of shipiung space intensified the tendency to rely on nearer 
\iVd\ kets and while pjiij^land and America could not maintain their trade with 
the Eastern countries. India captured a good portion of this export trade. 

117. The abnormal cemditious during th.- war vears inevitably subieoted 
foreign trade to considerable vici.ssitudea and dislocation. The stimulation of 
exports in 1939-10, was mainly due to large purchase.s made by the Allies in 
the Imlian inarki t. In lO-lO-ll there was considerable shrinkage of exports 
diii‘ m;. ill’s tr) the Ios> of Enmpean inarkefs aixl acute scarcity of shipping. In 
19-11-42 exports recovered in value owing to easier transport conditions and 
heavier deman.l from the U.S.A. and the Middle East. The decline in trade 

during 10-12-.I3 was mainly due to the los.s of Burma and the virtual closing of 
ilie Pacific. 

118. It is significant to note that during the war export of niannfactured goods 
mcreased while that of raw materials decreased. The value of exports to the 
U.K. was more than maintained and the balance of trade was in India's favour. 

tb) 119. Since 19 -J;j jute manufactures occupied the first place in the export 
tiiide of India, closely followed by tea. raw jute, raw cotton and wasted, to- 
gether with certain manuf.-ietures. while in tlie import tr.nde of the country, 
machinery occupied the fir.st place, followed by grain, pulses, flour and raw 
cotton. After partition. India has now become a net importer of raw cotton 
and raw jute— foodgrains top the list in our import trade. There has been a 
marked change in the direction of our trade and the U K. has come to occupy 
tlu' first place. 

120. Precisel.y, the following bi-oad trends in the pattern of our foreign trade' 
during the war and post-war periods may be noted. 
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122. The frequent changes in the Import policy of India have flooded the 
ian market with non-essential goods while the inflationary trend itsell lias 
been perceptibly eased. Duo to this reckless handling of India’s fapil d 


parfilisation ot loreign traac cuinng Tiie war. iinpuri. iiauu was i*, 

considerable extent during the war years and in consequoneo India enjoyrd a 
favourable balance of trade but in years after the war the pent-up demand for 
industrial and con.'Unier-go )d> :oegli-. to l‘e . it. 'leo ; ’..d Ijigher impo-ts m .'.e 
the country’s balance of trade unfavourable. 

122. The frequent changes in the Import policy of India have flooded the 
Indian market with non-essential goods while the inflationary trend itsell lias 
not been perceptibly eased. Duo to this rocl\'less handling of India s eupil d 
funds, the balances held abroad were considerably reduced. 

Question No. 32 — 

d)?9. 123. Tlie Governnieut of India became alive to the serious menace of 
intiation on the country’s economy and ’-esorted to gradual relaxation of import 
trade coutrol since July, 1948. During the war years, the irn[)ort trade control 
policy was determined by the paucity ot shipping space, requirements of war 
efforts and the need for conservation of exchange resources, particularlv dollars 
and other hard cun-encies. With the cessation of hostilities, the Government of 
India considered that the import traile should be sufficiently liberalised to rr'cet 
the demands for ijivestment and consumer goods in (he countrv. Dut the wav 
in which the im|>ort trade control policy lias been implemented has been dis- 
appointing and the twin main effects that have followed therefrom are firstly 
the mounting adverse balance of trade and secondly the demonstrahly adverse 
repercussions on some of the indigenous industries. The relaxation of import 
conti-ol was too liberal and while it did accelerate the process of ^li.sinflidion it 
has accentuated balance of payments difficulties and intensified foreign coinpcn- 
tion with Indian industries. The defect in the formulation of the ix'licv of 
import trade control and the manner in which it has been iniplemcnfed imve 
(1) created uncertainty resulting in losses to importers and mamifacturei-s, (2| 
blocked substantial amount of money and thereby created stringenev in the 
money market, (3) frittered away valuable foreign oxcliange and (4)’ retanh'd 
the growth of the indigenous indusirie^;. Tlicse adverse repercussions would 
have been substantially mitigated if the Government of India had taken the 
commercial communit; into confidence while formulating the import control 
policy. The Import Advisory Council, which has been recentlv eslablishe.l to 
advise tlie tiovernrnent of India in the formulation of import control nolicv is 
not taken into confidence on the plea that it would lead to speculation. ' ’ 

124. During the war period there was considerable demand from tlie allied 
countries for supplies of war materials and the Indian industries got an invalu- 
able opportunity to evuand and improve their efficienev. Tile development 
however, was not commensurate witii tlie encouragement received, due to the 
MUte scarcity ot raw materials and teclinica! personnel together witli the control 
imposed by the Government on new capital issues. 

Question No. 33 — 

Ans. 125. The import and export trade of India as previouslv stated has 
udeigone considerable cdiange during this period, thus affecting the' fundanieiu-d 

T findings of the last Fiscal Commission were based The 

by accleratmg the pace of industrialisatico of the count, 7, st,engtLner the 


44 


t.'n,l,.,„-v f,„ (|„. p.Mce.itnw of expoits of .....nufactures to total exports to in 
c . , 1 ^. Ii.,> imports of inanufnctured articles ileerensed considerablv ; tlie import 

ti-ures slinw substantial decrease in the percentage of manufactured articles 
from ,0 s laiS.Sl to HI M in 1044-4,-,. Import of raw mat, .rials, on the 
otlier limitl. nu-iease.! tlie perio-l from ‘di m per cent to 58-.^ per cent 

V'-.V,'’.’-'' iiuhLstrinl activity in the country. Before the 

1. •. -i,. war. raw materials lu-a.ded tlie list of exports. Now their place is 
taken l.v tini>lie.l articles. Tliis was mainly because the markets in the 
:\I (Ml. hast r;,nic to .Icpcml lar-,'ely on India for the supply of manufactured 
t' as the w ar ravancd c'untiies of Burope were unable to export goods to 
tlu'.Sf m;irle--ts I'll the |ire*war scale. 

1-ti, In ni-clfi' that tlicsi- wur-tiiiie gains may he cstabilised we should formu- 
Inti ;i vuit 'lJf |•..liiy iij imtcclion with foresight and understanding and imple- 
ni-Mi, :i With :iii<l vie •nr. .\ half-ln-ai ted and lialting policy of discriminating 

piotrefr.ii :is mmeii.ie.I l>v ttie Ki.seal ( I.nimission ami adoj'tc'.l by the 

til ’\ I'rniiii'iit n{ liiilia ilurim.' llie inter-u er ju-riofl will nut secure tlic raj'iid 
iirv<''i>iimcnt i)f the ( iiintry Ft.-! tunately. since the end of the war 
* ' n’tii. *;! if III. lie liM'.i- '•!iclih\' 1 i>i ''aH-e.l tlvir nolicv as (am ho ?ecn from 
the ii'i’iis (-f rch'mnce of the ii.tcrim 'I’‘‘riii' iioard. 

IdT. '1 lie chaiiires in oiir foreicn ire.de wco' not foreseen h\' llie Fiscal (’mn- 
nii"! 1 v.'i *!.■ r. c-omm. I'dalioiis wi-re based on the presumption that the in- 
Ill-Veil -'ment of ln>li;. .^lioi.hi he comliiefcd within the frame-work of 
til" Jhitidi -m -mil rh.'ir priiimry aim was to sati'fy the needs of Ihitain. 

'hr. the oamuii a.> i"lio\v.< ikhport F. -Ih) "l.idia lor many year.s to 

com- 's I’l ,-lv to concciitmh' on the sin<]de'- forms cif inainifactiircd goods, and 
till'll' all tn-ccisclv those in wliicli llie Fnited I'iingdom has the. smallest 

intciist (Irowini: p)'-o>)icrit v will l>ripg -i wider ranee of needs, and these 

w*!! i'li'viTahlv I'C translate ! into a more exit iwive dcmaiid for British goods’ . 
But their tiindainental preini'-e Ims been tal.'ilied in the tii'st instance hy the 
fact that India during tlic recent i-ast has not only produced the simple forms 
of go'.iil.v liiit al'O gisnis rc'iuiripg iiiglicr manufacturing skill. Moreover, the 
last war lias devastated the economic .structure of Fnglnnd which would require 
still vr ■ii'c moi'f* ^ea^s to mi-'t h r own intevitid nced.s and during tliis period 
India mi:>t ii<'C,i"Ms:irilv have to dciicini on other markets. 

Olirsliiiil N". dl — 

.In..-, I'giS. Ill tlic lorimilatiou and iinj)lciucJUution of the policy of discriminat- 
ing proji'--li<m ati'iition lia.s l>”en mainly concentrated on the mcosui’os which 
are strictly liscal in character and the non-fiscal measures have n'it been given 
the attention wliic'h tliey deseiwe. Our Fiscal policy should he carefully formu- 
lated, taking into account our economic requirements, and be supplemented 
bv other noii-ri.scal measures; it must he remembered that “tlie mere imposi- 
tion of protective dufies, however, scientifically contrived, will not hy itself 
produce tliat full indii.strial develoiiinent whiel’ we desire”. As a matter of 
fact if tlie policy of fiscal protection is not supplemented by an early revision 
of tlieir taxation policy adoption of a suitable railway rates policy, anti-dumping 
Iegi-;lation. abolition of sbip[iing rebates, expansion of Indian merchantile marine, 
adequate and cdieaper transport facilities, increased mobility of labour, it is 
doubtfid wlietlier the protection afforded would he able to promote rapid in- 
dustrial development. Tlie ultimate objective of protection is to assist the 
industrie.'i; to he able to face world competition. If that pm-pose is to mj' 
filled and ili.i infant stage of the Indian industries is not to be perpetuated, it 
ib I'Mseiilial that Indian industries should ultimately rely mamly upon their 
ouu resources, human and material. For this purpose, facilities for technical 
.education should be extended and improved research work in specialised brandies 
organised on a fairly adequate scale. 
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Question A'o. 85 — 

/la*’. lii lia jinlusliiaily ijackuaiil and ilu* n-ad iVa' raj-id imiiui uai. na- 

tion of the country is admitted. It is only with the lielj) of a suit;d)lc policy 
of protection, fiscal and non-fiscal. that the iiuhistriai structure i':ni I.l* 
strengthened and diveisified. Prott-ction wlien granttal after carefui scrutm;, l)y 
an expert body like the Tariff Hoard promotes most etlieiont utilisation of 
resources. It increases the national dividend of the country couccrin-d and 
the purchasing power of its people. The growing internal prosperity of the 
country, must necessarily lead to larger imports of uniu*otected articles, in- 
cluding machinery, raw materials and luxury goods. At the .'•amc time to jiay 
for such imports there will be need to exi^ort more good.s. It would tliu.-> atlcct 
only the character and not the volume of our foreign trade. 

Question N", LH)- - 

Ans: 130. The main objective of uin tiirilt' policy should be to uromote 
rapid and balanced industrial developiuent of tlie country and thereby incivaso 
the purchasing power of the people. We will liave to develop our key indus- 
tries. These comprise industries which are essential lor defence |)ur()oscs an 1 
those the products of which are indispensable for the development of other 
industries. Any Targe scheme of industrial planning would necessarily i)laoe 
India in the position of a net importing country. During this period it will 
be necessary for her to restrict imports of such consumer goods as may be 
produced in sufficient quantities within the country, so as to conserve Iter 
exchange resources as far as possible for the purcliiise of plant and m:iclun-- !y 
Doin abroad. Therefore, in the short period, our tariff policy should try to 
restrict the import of such consumer goods as are produced within the country 
or are non-essential. Besides, it should extend protection to inlaiit industiic.s 
on lines recoramendod by the Tariff Board. To promote rajtid an<l baianc -d 
industrial development we will have to conseine our foreign exchange ii .sources 
and utilise them to secure our most essential requirements. 

Question No, 3V — 

Ayis. 131. Yes. But we should consider the recommendation of the 
Minority Eeport of the Indian Fiscal Commission in its proper perspective. 
It would be wrong to suppose that the minority were in favour of an orgy of 
mdlscriminate protection, implying inordinately high rotes of tariff and inde- 
finite periods of protection. Tlioy also stood for some discrimiuntion but of 
a more reasonable variety wliich did not put unnecessary hurdles in the way 
of industrial growtii. The principal objection against the policy of discrimi- 
nating protection laid dow*n by the Majority Report and implemented by the 
iTOverument of India has been that the conditions for the grant of protection 
were sometimes rigidly interpreted. 

132. Adequate ainl pronipt protection is tiie best, way lor Sccuiing an ; il- 
round and balanced gi*owth of Indian industries. The principal reason why 
.*ndia lacks modern industrres is t])*^' absence of jndvistrial atniospliere which 
includes the absence of scientific and technical education and research of busi- 
ness confidence among the industrial classes of a definite and positive policy 
on the part of the Government of the country in support of n rupb'. and 
comprehensive industrialisation. 

(?«csf/on No. 38 — 

Am: 133. Theoretically the conditions laid down by the Fiscal Commission 
are sound, for it is desirable that the indiisti'y seeking protection should possess 
natural advantages, be in need of protection and be able to d^nsr^itl 

bv tTeT regards natural advantages, the factors mentioned 

by the Fiscal Commission were illustrative of the tvpe of advantages which 

the for protection must possess. “It was not infended be 

Wisent one of these factors should be necessarilv 

l a general view of the position, of the industry, ifc ^^uld 
t>e established that the balance of advantage is in favour of the industry". 
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134. If such a liberal iuterpretation was put, there would have been little 
c.>use (o pi-udgc. In practice, this coirlition was strictly interpreted and some 
:i; iustiks wci-c lieiiied protection. It i.s not always necessary that the industrv 
seekin" protection must have ample supply of raw materials. There is a 
tloun.'iiing jute mill iiidusiry at Dundee though raw jute is not grown in the 
L K. Similarly, Lanciiahii'e cotton mill industry draw* its raw cotton from 
leieigii eouiitrics. Die eoUua Jiidl industry of Jajiaii depends upon importer 
ra>'. e ttoii. Such ea.r:'> c:-'! i),.- muitiplied. Tlieje inilu-Strics would not have 
gi n up if protection and state assistance was refused on the pica that there 
Was no aiiipie suj)j>ly uf raw material within the country. Similarly, it is 
nut essential that an iiulustry applying for protectioii must have a wide home* 
liiarlci.:, 1: tni' condition was strictly enforced a n.unbu-r of Britiih, UermaL, 
Aiii'-neiii and -.lapanc-c inIIu^trk■s would not havi.- gr«<W'i uj. at ail and tha 

World would have been poorer to that extent. This is true of most of the 

lucidy indiwlrialise I eoiaitries. 

’Die 111 , (,n oojeeriM ... ]io(fction is to securf rapid and hahmeea 
iua'i.i'.i lid,^a i ion of ilie e<anur\. Tin objective must he nttnined ^v•it}•lI, 
rea-.jiiablo time and at a miiiimum cost. Obstacles wliich are likely to delay 
the attainment of the objective or increase the cost must be promptly removed. 
Tn.:.imity lo uatnra' r.->..iirc'S ainl pus-.;, scion of otiier natural advanta^c.s is 
lulpiiil ior me de; i. lOpiuon,- or mi mdustr> hue a stricr interpretation o. 
tJiiN a-’ a i-ond'i am [>reee lent to tiie grant of pi'riteclion may riljrd Die develop, 
ua-iii oi i^ldu^IrK•> wliicli aie e'.ncjdoro.i essential for tiie country. H iln.- Tant: 

li"anj 1 .S .sat.slied that the balaiice “f advantage is in favour of the industry, 

iliey -lioidd recoiiiTii -M.l adequate protection for the development of the indus- 
try. I’ii... ( Toveriuijeiit ot Intiia siioull accept the recomniendation of the 
'1 'I'.if H -ard witliom insisting on strict compliance ot the condition. India 
witii an nmj>ie sujiply of a nmulK-T of materials, and' an adnpiate supply of 
ciiea]) labour aud an i‘Xtensivc dornest'C market, can secure fairly rapid aud, 
laiiiiiced industrial develojiiuent within ;i reasonable time, provided Go\ern- 
ineiii extend ade<|Ui'te and timely assistance, tariff and otherwise. Protection 
rhus gi anted would promote* effective and •■fficient utilisation of our economic 
lesoiirt'cv. riiiu'e need he no ftar ^>[ uneconomic diversion of resources. 
Iudn>iriec e'S'iiiiai lor r..*ttioiiai defence and key industries will have ho 
d< vclonefi irresiiecrive of the cost involved. 

Uui-^iioii No. 3'J — 

.Inf : 1.30. As staled in the preceding section, the policy of protection shoulo 
nor I'C followed in an indiscriminate manner. Its guiding principle would bo 
the imnoriance oi th-* industry, for the development of the country and for 
rai.sini: tiu* Aanlard of living of its people. The development of basic or key 
indii-Trit'S sliould he eii.siin u in every possihie inunner as such industries would 
.icccli'iale the pac“ o? hidustrialisation of tiie country. Tndnslrie.s; like Iron 
and Hied. Slni) Puildiae, Air (.'raft. Aiitomoldles. etc., may be included in 
tliis category. Industrise essential for defence should also be given top priority 
1 .M aiisc ir is ( -.senria! that the counii v ‘^houM be > ouippod wdh defence rcqn're- 
!!!' ill' th.at 'll cas * r.'f a v. ar vje* mav not hav’e to dcrieiid on others to defend 
!u r (a.', n frontiei-.s. (Kindlv also see para. No. 6 of the reply to Question No. 1.) 

Oik ■•lion No. 4(i — 

las; 137. Yes. It iiinsl be ri’iiicmbered tliat the industrialists have to 
in'.*nr iieavv costs in coiiuccuoii wirh the establislnnent of an industry and u 
would be unrealistic to presume tliat they would be willing to incur such costs 
if there is any uncertainty regarding the grant of protection. To remove this 
uncertainty Governnient's policy sliould be laid down in clear terms sufficiently 
in advance. 

Oui'siiou Nik 4i — 

Ans : (a) {{). 138. The imposition of a protective import duty is the com- 
niou method of granting protection. This method of protection was adopted 


in respect ot a larec lumiucr oi Indian nidustr.es like cotton textiles, sugar, 
paper ‘ magnesi.nn cliionoe. rte. W hen piotection takes the form oi an impon 
d\\t\ (leturuMMtd bv rhe <hf!creiict‘ ii^jivveon the lair Sflling price ol the 

domestic manufacturer and the price charged for the competitive foreign pro- 
ducts. The duty attiempts to bridge the difference between the two prices 
bv raising the priCi- of the imported mateiiai. In short the import dulv lielpK 
tr. raise tile Prices or ih.- i-ioieeled ariieles and tli-reOy iiiako it wi.rtliwhile 
for uie doinesi.e, iiianumeiurers to uu’.ariaac pro Inction '‘i- mainiain rnid exleiii 
it Tlie rise in prices imposes a burden on the eonsimt'-rs and involves simri- 
fice oi oresciil advauta-es l(.r ‘iitiUe gains. With the iinl-rovemeiil m the 


n >iuel l> 'll in i li'-ir f.sl ol 


niv- 
! ho 


ethek uey ul the doiiiestie manulaci in ei.s aii i 

Quet.on. the ini)a>it dnl^. .> grad'ia.h r.-dnee-i ..no <'Minoali_. r<inM'.,.|. 

Duraeii ot i.rutectioii, uh'-re k tai:es tile r.'rn. ..i, an imp<irt duty, is hoin'- tiy 
the foiism-jers of t],e pr-loou'd artiole, and is tli.-r. h-io iii-iv euuitahl; di>ln- 
blliou. -dui'e.o.. r, 1.10 ni.iiioi •: le.:nig la.jt eL.ou .eaves ad..4na'.e So..)>,- lor 
the eslablishlneiir ol new units in ti.o nruiecied iiidu.>M-\ a-al ilnvebv helps 
to aceeiei'at’' ihc p.'ee o| inriii-traili'aiM n, i.odd"-, mp 'i'' <iiiiies iK-iiie on 
the credit i tv ■' 1 *! e laid-ei v.-'Ui.l not .ive ri-e lo m , hmleel •o-y laohlciii. 

Kij {it). Ih'.'. The iieln \\lii'';i nlisidv eives to a pi(.i..eted iiilus 1 i'_\ is more 
detiuitf aiai vaiiiahle in pi'amM , ' .h.'Velol'iiielit. ISeSid’ iii the ea-'i- ol .siin- 
sidy, the price of protected ariiele.-, does m.l rise and lienee consuiii[itioii is 
Uiamtaiiied. This torm ol proleetioii is oi si'Ccial .sigiiineancn where the pro- 
tected ai'lude IS a raw material of an indnstiy. Jn .'la-ii a e.-e lia- r..>i or 
produetioa of tie’ ialmlr' n-inj 1 h- ntoiecled arrieh.- d'.es la.'t and lienee 

Its ct-’liiPetitive capacity is Jiept unimpaired. Xlie burden ot sul-.-vidv i •• borne 
bv the geiu-ial tax ri,:yer> and not by t'.e consinni rs (,i th*. siibsi<lis"d art. eh.;, 
Tiutler, 'iilisidies aia- more eonvtnicnt to administ'-r. I’lnre arr eertaiii dis. 
advaiilacv.-j in tiie use of sulisiiiy or houiitv as a method <if protection. Tt 
creates budgetary prob'ems: (jovernincm have to iiiid snitahle sources of 
revenue which would not haw adverse effects on th.. econoinie. d'.*\ eluniie lu 
of the countn-. .V rich countvv with a Ingh natioual iuconie will he in a belter 


T i:-' f'di'idv ir ' .) V; r- ' eh'i 'f 'u d: ".. Wesd'S, hbe 

advantagy of subsidy is eonliiied to the units engaged in llic process of pro- 
duction; ife gives no spur to the establishment of new ones. Further, subsidy 
or Ijountv as a svsteiu of protection cannot be used in the case of in lustrios 
maimfaeturing pioduets which an- not uniform in size, quality and varieties. 
Again bounties may lead to overprodutcion much sooner than tariff methods 
because wlule excessive production under a system of tariffs must involve 
biisini ssmen i:i losses, bounties irdeiit jirovide an easy way ot recouping losses. 

(a) (nf). 1-10. The system of Pool prices is practically no solution of th« 
problem and is merely of the nature of a stopgap. T'he price pool of the 
imported goods and of the indigenous jiroliicts would not satisfy the olqective- 
of protection. It might in the meaiilime. until thy home industry is well 
estabhsheil. bring some relief to fhv- consuming public by bringing down the 
price level of iinpoiTcd goods. Moreover, llie possibility of making the 
foreigiicr pay, wliich is generally in the case of countries with an elastic demand 
for foreign imports, uoulcl not he feasible as the pool price would increase 
tile price of indigenous products and to that extent could not enable the people 
to avail of the benefit of protection to the full extent. 

(a) (iv) 141. Quantitative restriction of imports has to be resorted to \\l:en 
tariff protection fails in securing its objects. Efforts of Tariff protection may 
be centralised if the burden is borne partly by the producer ot the foreign article 

against the indigenous article muv also off- 
1 J>rotection. In such cases, use of quantitative Restriction 
foreign ^ ® protecting indigenous industries frem severe 


xion^Lw'^f^^ use of a particular method of protection wiU depend upon the 
■condition of the industry seeking protection, the type of goods manufactured 
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by it, etc., anJ the Tariff licuru will be able to suggest the most- suitable form- 
in individual cases. Tarilt may be more frequently used for granting protection, 
to in.ligcno'.is indnslrios. Wi.eiv import <luties prove iueliectivc import quotas- 
shoulJ be utilised as a supplement. If the article produced by the industry 
.seelciug pKjteciiuii coastituies a raw material ol another indigenous industry 
and is uniK-rm in size and qiiaiily, the protection may take the form of a subsidy 
or bounty. Protective import duties and quantitative restriction of imports, 
the ioiiner added with the iaiier in the short run, would be tlie normal method, 
of protection. 

tc). 1-io. The appropriate metlioJ of protection should be detei'mined by the 
Tariff Board in each case eai it^ merits after a careful inquiry. The conditions 
to be borne in mind in selecting the method of protection are as follows: — 

(1) It should he prompi, adequate and effective; it .should enable the- 

indigenous industry to face foreign competition and impi’ove its- 
etliciency. 

(2) The method selected should not upset the budgetary equilibrium. 

(3) The form of protection selected should be sucii that the burden is- 

equitably distributed and diffused; it should fall upon persons who 
are in a jiosition to bear it witliout any adverse effects on the 
national economy... In case the article manufactm-ed by an indus- 
try seeking i-roteetion constitutes a raw material of another indi- 
genous imliislry, protection should preferably take the form of a 
bountv of subsidy. 

• V 

Question No. 42 — 

Ans: 144. The last Fi.-cal Commission suggested that permaneiit legislation- 
should be made to couiuc-ract duinpnig, on tlie lines adopted by tlie bhntcd 
States and Australia. But unfortunately, tliere has so tar been no legi!:lation 
ill India which woulrl enable the (loveinment specifically to ovevout cnimping. 
or unfair competition. In India, wliere industries are still m Bieir r.uancy, even 
sporadic dumping can do much harm. Secondly, the presence or absence of 
iiiotive is not relevant. The lasi Fiscal Commission appreciated the ddhculty 
of proviiK' the cxistanc^ of dumping and recommended that India sh-m d loDow 
the American model, under wlhcli anti-dumping measures are undertaken only 
after a searching enquiry into the que-stion of prices at home and abroad. In 
('anad.a, on tlic otlier hand, action is taken straiglitaway under executive orders 
and no searching enquiry is necessary in tliat case. The delay .iivolved m 
Tariff Board inquiry might give opportunity to tlic foreign manufacturers to 
(lump goods in large (juanlities and thereby ruin tlie domestic industry. Bnder 
the circumstaiices, it appears that the best method will be a combination of 
quick cxccinive action in the wa\ (.f anti-dumping measures to be followed by 
a detailed enquiry. In tliis comu-clion so far as anti-dumping measures are 
concerned, we miglit us. fuily adopt the provisions of Hie Austvalinn l uw cni- 
bo'licd ill tlie Cusiom-^ 'Pariff (Industries Preservation) Act. In one section ifc 
provides that ‘'the amount <f tin- dumping duty in each case shall be tlie sum 
whii-li represents tlie dirTercncc between llie fair imirket value of the goods at 
the time of shipmen*- and tlie export price 

i I' The nrovisinn for ‘•oh-(-ltim/ duties” made in India in the Act (f 1027,. 
. . ..nn i.-d to .mi industrx whicli had acaiially received protection and its 

render ihe protection granted effective. It was m t an 
imirp -ndent power directed against dumping. It is essential that there. should 
I -ir cut nrovisioii of H.f fiscal law and anti-dumping legislation sliould 

1 ' . r^t.-d limni the specific qiie-lioii of iirotection. Under present comh- 

('u l>.(.l.clA-e duties of a fundamental and developmental character design-l 
to help struggling industries to attain the necessary strength ic stand foreigzi 

competition. 
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(b) Preferential and bilateral fiscal arrangements. 

(c) Anti-dumping duties designed to safeguard the national iiiautines from 
jjredatory competition, whether of short or long duration, includmg aumping 
of all kinds, and 

(d) Revenue duties- 

146. Barring the last variety, the Tariff Board should be required to investi- 
gate all matters relating to tarifi changes and requireraente of different indus- 
tries. But in every case, the purpose should be distinctly stated and the duties 
should be recommended specifically and separately. 


QneHion No. 43 — 

Ans: 147. Export duties are often advocated for purposes of i rotection and 
revenue. But the injurious effects of such duties tend to diminish exports and 
thus produce an adverse efleet on the balance of trade and may cause for a 
time difficulties in regard to foreign exchanges. 


148. Export duties should, therefore, not be imposed for the purpose of pro- 
tecting industries. Such duties might only be imposed when there is a reason- 
able probability that the tax will fall mainly, if not entirely, on the foreigner 
and when there is no aijpveciable danger that the production of the commodity 
in India will be affected. They should, therefore, be imposed only for revenue 
purposes and even then they should be imposed with gi-eat caution. They 
should be imposed only on articles in which India has a monopoly or semi- 
monopoly and that in every case the duties should be moderate. 

149. Exprt control for safeguarding the domestic consumer may be yjiactised 
only at home; if continued for long it may cause the external market to be lost 
■and the trade may be ruined that way. 

150. In principle the arguments for restricting exports in these cases are 

■also arguments for regulating home consumption; but in pnictioe, a too rapid 
exploitation of the resources of the country only arises when the jn-oducts can 
ip the world markets. In all cases in which a decision has to 

.be made wi^ respect to the wisdom of conserving resources for the future 

which A conditions of demand and supplx 

m a woild in which industrial technique is progressing rapidlv If the countrV 

Question No. 44 — 

.o.utro/Spo» 

^xchaiii'e. it would be dPsir-iKip *u valuable foreign 

its p.oaucts evt’t’:g^it‘,^ut;:r^ “>■ 

Question No. 45 

celling price, the Board the P'*"' fair 

of production of any fon^ exeert h? on P™‘1““*'°“ f>>o 

■^d matches where special reaLns operated ^ 1 , % , ™ 

•may be higher or lower than the reasonnblo' oost of production 

^ould depend on many factors anrh L ' u production, and 

prices were higher or^ower machinery^t times when 

•sources of materials and the’markek anH factory vis-a-vie the 

producer at a speciwl advintaffe nr P>’®Ii™iuaries placing the 

^We are some UlemraSg the pme: ^ 0 , 

e m cue process of estimatmg probable costs. 

17MofC. 
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153. Firstly, the question arises as regards the choice of the normal fimn 
working under uloal conditions, in the proper locality and deriving the maximum 
iKhankiges which may he r.crmally had under the circumstances. BXit sucb 
a firm hardly exists and as costs must be based on actual working, the opera- 
tions of working firms have to be taken into consideration. The Board generally 
soh ed this problem by takir.g the cost figures of one or more liypical firms, as 
in the case of steel industry they had to base their calculations on the working 
of the lata Company. The problem of ascertaining costs is further compli- 
cated hv the fact that sometimes, the same firm produces different items of the 
same product on even different kinds of products altogether. The presence- 
of supplementary costs also makes the problem insoluble. Fin.-illy the part 
that tlie revenue duty played in inflating the costs of raw materials and machi- 
nery imported by the industry' will also have to be taken into account. 

154. Having computed the present and the future fair selling price of th& 
product to be protected, the average of the two prices are taken to represent 
tlie figure for comparison with foreign import prices. In this manner of cost 
analysis, the Board has done its best. 

Queafion No. 46— 

i4«s; 155. The duty must hi fixed as otherwise there would arise various 
complications. Such variations in duties are not always feasible nor desirable 
because the posibility of such variations would leave uncertainty regarding the- 
revenue receipts of the Government in this account. It should, however, be- 
provided that when a pnrtlculrir industry finds itself hard hit by the fall in im- 
port costs, it may refer the matter to the Tariff Board who would investigate 
it and suggest alteration in duties, if necessary. 

Question No. 47 — 

.'las: 156. The essence of the difference betw’een the specific rates and the 
Qti valorem ones is that the latter change in response to fluctuation in prices, 
while the former based bn specific attributes remain unaltered again.st changes-- 
in prices. A second point of difference between the two rates is that the speci- 
fic duties are themselves determined by the legislature while in the case of ad 
valorem duties, the legislature only fixes the proportion of the value of the com- 
modity that should be paid as duty. The Tariff Valuations in India are, how- 
ever, revised every year. 

157. Both kinds of duties are instruments in the hands of customs adminis- 
tration which are to be used to carry out the particular end.s dictated by the- 
tariff policy of the countiy ri'i . collection of revenue or safeguarding and foster- 
ing of home industries or both. Speaking generally, for purely revenue pur- 
poses a flat ad valorem rate would be much better than a specific duty. It is 
easily understood by the consumer and it provides automatic incren.se in reve- 
nue in times of rising prices. Its very simplicity makes it a convenient instru- 
ment of taxation. Further, these duties, besides being responsive to price 
changes are progressive in tlieir incidence, as they faff more heavily on 
highly priced varieties of the same article. Lastly, the process of legislation 
is also simple. The legislature fixes the proportion of the duty in relation to 
price and leaves it ii'. the hands of the administration to carry this intentions 
in the best way they can. 

lofi. When -the aim is only that of collecting revenue and when prices arc 
fallin^T. the demand for article being elastic, ad valorem duties are more suitable 
than specific, for even at a lowo- percentage a greater absolute amount of reve- 
nue is collected. Tf it is an article suitable for heavy taxation specific duties 
would be better in a period of falling prices e.g. liquor. Similarly, where the- 
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object of the duty is to secure adequate revenue, specific duties are more desir- 
able, when prices are rising, in the case of ar,ticles of elastic 'Icmand, heeauso 
though they fetch less revenue proportionately, the ability of the consumers is 
not violently shaken as under ad valorem duties. For articles of iiielastio 
demand, such as Iiixuiy articles, ad valorem duties under rising prices are to 
be preferred. The main defects of specific duties are (1) their effect is regres- 
sive, i.e, they fall more heavily on cheaper qualities of the artic'os; (ii) they are 
less comprehensible to the legislature or the average tradesman; and (iii) they 


are less suited, being inelastic for purely revenue purposes. Inspite of llie.se, 
the advantages accruing from the specific duties, in some cases, espcciallv in 


a protective tariff, out-weigh tlie disadvantages, an<i tlie sp<'cific tliifics may 
he adopted with benefit in j’cpard to our tariff schedule. 


159. Recent trends is rate-making indicate an increasing use of alternative 
and compound duties. The number of alternative duties ha.s i>een eNtended 
m Australia and this method car be adopted for serving either a ] lolcclionist 
or a revenue aim by assessing the duty according to ihe rate which is more 
fn on the other hand, are found in a great number 

ban ?h«V' flu "-f- steadier 

'’““"se in a period of falling prices 

Mlo^n half "f Pnees fl,o ad 

it lesseni the Xet'’or 7 ® ‘’’"a 

defmite amount of pr rection 


160. \yhat is needed is a dh ersification of rates and wheiwer after ex- 

are nnSr^'i- rates are found to present difficulties, tw^ solutions 
are possible (i) in case where the difficulties are primarily due to valuation 
specific duties may be substituted; (ii) where the difficulties nnf ^ 

valuation, either ths alternative or compound duties may be levied. 


Question No. 48 — 


restricted end limited to t^e ^miUeTb^^^id ^re'Stn'V^ 

usnelly replaced hy the'^ hmt: p^mleliom Th^'^cZ” ‘ 'of to " 


quoif -por. 

and ,s forced, therefore, to dispose h s oS* ! area out short, 

prices. This causes disparitiec between the^domecr innrkets at lower 

orea mg thereby a national marke for ^ools aTif 

regulations, distinct from the intermLnnl fo quota 

the domestic producer. The result is that fh favourable to 

get marked encouragement.^ domestic industries and trade 


economic system and new equilirrffim diffused 

working order w thoVr which 

the **«ises the price level inX nro^ any serious dislocation. 

demand and Mippiv heK altering 

t?al 0 tmder^and cons^Tmei^s " Tfc k of 

a„ty affects „1, producers; Zf.:. 
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not only of the commodity taxed, but also of all related and competing pro- 
ducts. Ihe effects are spread over the producers, traders and consumers of 
« large variety of commodities in a number of countries. Therefore, under a 
normal protectionist tariff the disparity between the national and international 
price systems is not very wide. The adjustments create a new equilibrium 
mid thereby keep the economic system free of violent upheavals. To create 
•wide and unbridgeable gap between the prices of the same commodity in the 
protected and free markets, tlie tariff needs to be very high. The quota 
isystem, however, directly and definitely limits the imports of particular com- 
modities ami no price adjustment can alter the same. The obvious result is 
liie marked disparities in the price levels of different countries. 

164. It has already been emphasised that the fundamental aim of the 
•quota system is the effective and prompt regulation of imports. The need for 
restricting imports may be dictated by several considerations. 

(i) To assist or protect specific industries — Another important objective 

for which the quota system has been used is to assist definite 
industries. This assistance may take the form eithei- of encourag- 
ing exports or of restricting competitive foreign imports. 

(ii) To maintain internal price level — The maintenance of internal price 

level is another important objective of the quota system. 

(iii) Use of quotas for commercial bargaining — The quota system has 

proved to be a mest effective instrument in commercial bargaining. 
A counti7 con shut promptly and effectively in precise quantities 
the undesirable imports by quota regulations and thereby compel 
the exporting countries lo make equivalent concessions. 

(iv) To plan trade on barter "basis — Quotas are used to plan trade on 

barter basis or to effect exchange of specific commodities. By 
this method an attempt is made to effect exchange of specific 
goods in which the countries concerned are interested ou the basis 
of reciprocity. The Indo-Japanese Trade Agreement illustrates 
the use of quota system with this objective. The recent Indo* 
Kussian barter deals to exchange wheat for tea are also illustra- 
tions of the quot.a system adopted for this purpose. 

fv) Use of quotas for retaliation — Quotas have also been used for retali- 
ation. As an instrument of retaliation quota system has been 
extensively used by countries like Italy, Germany, Switzerland, 
etc. 

^vi) Use of quotas for reducing tariff barriers— Another important objec- 
tive with which the quota regulations may be imposed is to lower 
the tariff barriers. 

■i-vii) Sometimes international agreements are negotiated for regulating 
the export trade in specific commodities on a quota basis. Specific 
^•xport quotas are assigned to important exporters of commodities 
concerned. Wheat and Sugar agreements are of this nature. 

(viii) To check the flood of impoKs pending tariff legislation. 


Question No. 49 — 

Ans' 165 It is not possible to fix a time limit when protection is initially 
RTSnWj' Neither it is possible (or legislators to foresee the future conditions 
ot an industry. Professor TauMms who was th9 first Chairman of the United 
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States Tariff Commission writes. “The length of the time to he ullowed for the 
experiment should not be too brief. Ten years are not enough, twenty years 
may reasonably be extended, thirty years are not necessarily unreasonable". 
Jt is hardly to be expected that an industry would be able to establish itself 
in India in any shorter period than is required in so highly a developed country 
as the United States. The economies of large scale production are operative 
over a long period and if the industry is to develop and improve its technical 
efficiency it should be granted adequate protection over a reasonable period. 
The peculiar conditions of each particular industry require close and careful 
SCTutin 3 ’ and the Tariff Board should be charged with the dut_v of watcliing tho 
effect of the protective duties imposed and uiuking from time to time sucb 
recommendations, as it may think fit. 

Question No. 50 — 


Ans: 166. Tariff is an imporlunl source of revenue in 

tective duties do bring in some revenue, and revenue duties are known 

some protective effect under certain cuiulitioiis. known to have 

167 from the experience gained since the first world war if i -.i 

that whereas m all other countries the relative imnortinc'^ nf 
a source of revenue has diminished, in Ind'a the dutv coMppfPi , as 

Itself. Indian finances have really come to depe ;^ 

source of revenue. Customs niav prove to be a useful sm.rPP ^ ® ® 

of financial emergencies, but it has been seen that whil re\enue m times 

tapped, it is also unrehable. It h^s fur^ be 

an. C. so.ee, He.., 

yield a large revenue tliTn disTr^bllw thl to 

affecting the domestic budget of the common man^'^ of articles 

ensured that the imposition of tariff does not totallv ‘li .should also bo 

reluitont to part with buriw^ssenUal to ^ 
should not be chosen as objects of tariff imnosifcion ^ country s needs- 

with the help of protective import dut e. m^f ;■ industries- 

to meet the local demandrfu^ v ^ ^ «ble 

industries will, in its turn iLd to an fLtlJ " ^ievelopment of 

which may have to be imported and Tf ^or other articles, 

revenue will increase to tha^extent. ^ ^ articles are taxed, the customs 

Question No. 51— 


obiet of teoui1‘riid“n®dutt'Li?:tion "off? “"‘f 

dividend thereby and raisii the st^ndL ‘"“’■easing the national 

can be achieved only tlS -T pro^^ o the people. This object 

all the Western countries to br"in» I? j followed by 
mobilisation of their economic resources through 

IS all the more justified to pursue such a is industrially backw^ard 

aggressively nationalistic thou<-h it is bub c-iloidnt J future, 

contributor to cause of econoW internatioSm 

18 not Itself sufficient and should be supplemented hv ntl,A protection 

assistance. In the long period India h positive methols of 

manufactured goods and L importer of raw mtl^I ‘'f 
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of tile country- should be completely changed. Moreover, the present tendency 
of cn adverse balance of trade should be checked and our industrial and corn- 
mercinl po.icies should be tied to the necessity of increasing our exports, which 
should consist of greater number of articles, and restricting our imports. 
Jinpenajt preference and bi-lnteraiism should also be discarded and our foreign 
trjule should b- extended to a greater number of countries. Our industrial 
construction iirogrammc requires that the key and basic industries should be 
built by the import of capital goocU from the S. markets and exclusive 
dependence on the U. K. would only delay our industrial development. Exports, 
too, sliouid be diverted to non-European countries to a large extent as it is 
es.cential that our foreign exf-bange resources should be preserved and augment- 
ed to pay for our essential imports. 


170. The Havana Charter on Trade and Employment aims at the develop- 
ment of international trade through the co-operation airl joint effort of parti- 
cipating countries and if India agrees to sign the Charter, she is expected to 
derive help from foreign countries towards her economic development and her 
requirements of capital goods and technical “know how”. 


Hut her p;.rt'c pation would not mean iu any way that she would be liindeivd 
in her restrictionist policy to ensure development of her nascent industries. As 
long as India has to safegiiiud the balance of payments position, anv obligations, 
that are supposed to arise out of clause XI, do not come in the picture at all 
and there is no contradiction between itnpos ng restrictions to safeguard the 
balance of trade po.-ition and at the same time in so utilising them as to protect 
interests of indigenous industries in need of such help. 


171. The (Joverniiieiit of Ind a's Industrial Policy as enunciatel on April, 
0, l‘.M8. is. however, inconipatibie with their anxiety to develop indigenous 
industries. Tlie ultimate objective seems to be of nationah^ation of all industrial 
activities in the country. The aim of protection is to develop the private 
industries but if they are faced with the factor of unequal competition from 
state-owned undertakings which possibility is there in regard to the second 
grou)) of industries the latter will present a serious problem to the former. 


172. Inlin has remained industrialiy backward due to the apathetic attitude 
adopted by an alien Government. It is the duty of our national Government 
to offer adequate scope and incentive to private enterprise to contribute its 
might in building up the industrial structure of the country. Government 
should try ‘to mobilise private initiative and enterprise and use it effectively in 
promoting economic development only where private enterprise falls to enter. 
Government should undertake to develop the economic resources of the country 
on their own. 


Question 1^.0. 52 — 

/la.s: 173. Foreign trale under normal conditions, is a matter for individual 
trader's concern. Both in tlje internal and the international sphere complete 
freedom of industrial and commercial development shook! be ensured. Any 
interventiou on the part of the Government would shake the confidence of 
private enterprise and raise undesirable complications. Neither Government 
nor quasi Government institutions should participate in the country’s foreign 

trade. 




Question No. 5.3 — 
Ans: Does not arise. 
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yECTION E 

Non-Fiscal Measures for Promotion of Trade and Industry 
Question No. 54 — 

Ans: 174. The last Fiscal Commission recomnionded for ^llc (le\elopmcnt 
of the indigenous industries, the following non-fiscal or supplementary 
measures : — 


(a) Jfore industrial bins in primary education. 

(b) Training of npj)reiitices. 

(c) Increased mobility of labour. 

(d) Favourable railway rates policy. 

(e) Setting up of a Kailway Hates Tribunal. 

(f) Quick transport facilities. 

(g) Expausiou of Indian mercantile marine. 

(h) Abolition of shipjung rebates. 

(i) Anti-dumping legislation. 

(j) Measures against imports from countries whose exchanges are ’<eriouslv 

depreciated. ' ‘ " 

(k) Countervailing duties against export bounties. 


175. Measures like aiiti-duiiiping legislation, coujdervailing dutie.s against 
export bounties, measures against imports from countries whose exchanges are 
seriously depreciated, the abolition of shipping rebates, and setting up a Hnilway 
Hates Tribunal are really short period measures in the sense tliat whatever mav 
be the duration of ti^m^ foi \\hich the\ are required, they always call for earlV 
Action whenever it is felt that time has come for their implementation into 
practice. The framing up of a favourable railway rates policy is both short 
period and long period measure. The vest fail under long period measure.s. 

170. Since the enquiry conducted by the last Fiscal Commisson the economic 
conditions in the country have undergone far-reaching changes* but these 
supRlementary measures recommended by the last Fiscal Commrssion still liold 
good and so far not mucli lias been done in rhe direction of their implementation 
Only s.x other new measures can be added to this list, namely, the supnlv of 
cheap raw materials, cheap power or fuel, essential plant and ‘equipment, ade 
•quate technical assistuDce and facilities for technical research and supply of 
adequate funds to finance both establishment of new industrial project and 
development of existing ones. These measures will be dealt with in detail 

under Quest on o5. Let us now review one by one the measures recommended 
toy the last tiscal Commission, 


(a) The present day curriculum of primary education in this country miser- 
ably lacks m manujl h-aming, with the result that in this country the interests 

pursuits are not properly developed in the minds of the people 

this country, it is not immediately profit: 
^ly usable for the industrial projects unless they are first trained and adopted 
to the work m the factories, ^is low quality of Indian labour can be improved 

industrial bias to their primary education. To achieve this 

may be tried. Imparting of such 
bus c vocational training is expected to accelerate the progress of indic^enous 


\ 
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(b) Planning for rapid industrialisation in India would be incomplete withoufe 
providing for the relative eflBciency of facilities for technical training, since^ 
in the long run, without locally available scientific and technical talent self- 
sufficiency of Indian economy cannot be achieved and maintained on a basis 
of stjibility, able to withstand the stress and strain of world competition. As 
regards technical training, experience indicates that the subject of technical 
education in this country be taken away from Provincial Governments and 
treated as a central subject. Provincial Governments are not in a position tO' 
finance costly equipments and maintenance of up-to-date technical laboratories. 
In the circumstances technical education should be organised on a national basis- 
by tlie Central Government. Further, any system of technical education and 
training should have a proper co-relation with our industrial requirements and' 
pot^tialities. It is regretted that so far the grant of state scholarship for 
higher technical training and education has not been properly adjusted to the 
needs of the industries, with resultant failures in many cases. The employment 
of foreign technical experts to train students in India is an economical and 
useful device, as larger numbers could be trained within the shortest period. 

(c) Industrial labour in India is not only uneducated but also highly immobile 
and seasonal. To ensure free supply of labour throughout the year in a 
satisfactory way according to the needs of the different industries, it is suggested 
that Regional Labour Exchanges should be opened on the lines of Regional 
Employment Exchanges. It is not possible for the National Government to 
take up this important responsibility, private organisations like the Tea District 
Labour Association should be set up. 


(d) In the rapid and healthy development of industries in a country a 
carefully thought out and helpful railway rates policy plays an important part. 
The rates policy formulated by the Indian railways was intended to facilitate- 
export of raw 'materials and import of foreign manufactured articles. This 
policy requires immediat-e revision with a view to accelerate the pace of 
industrialisation in this country. In the vast sub-continent of India it often 
happens that important industries are situated far from the sources of raw or 
basic materials. Also, the industries, are to cater to markets situated all over 
the country. There is a strong case for a thorough overhauling of the freight 
structure both in respect of the raw materials consumed by the industries in 
this country and distribution of their manufactured products. A wise national 
freight policy should ensure cheap transport cost and not insist on charging 
freights on the basis of what the traffic can bear. The transport costs are not 
only high in this country but also there is no uniformity in the matter of 
classification and also fixing of rates. While on the one hand Government 
want the prices to be kept down, on the other, eversince 1945 the railways have 
been putting up individual freight rates. Most of the reduced special rates have 
been abolished and replaced by rates many times higher. Further, from 
September 1947, the freight rates on essential raw materials have been increas- 
ed Unless the whole structure of the railway rates policy is changed, it is not 
possible to industrialise the country to any extent. The policy of the railways 
with regard to the fixation of railway freights should be formulated with due 
regard to the needs of industrialisation of the country in this particular stage 
of development of our industries. In the changing conditions of India a radically 
different policy will have to be adopted and while rates for transport of raw 
materials to the industrial centres will have to be preferential those for irnported 
manufactured artic’es. especially those produced by India, should be such as O' 

discourage imports. 

(e) The Railway Rates Tribunal should be empowered to fix the rates m 
such a manner that the cross-section of the rates or the general level of rates 
shall be the lowest possible. This would involve a thorough exaimnation of 
the different rate levels and careful experimentation, which the Tribunal will 
he more able to conduct than the Government. It should also lie within its 
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competency to discuss and cliallenge, if necessary, the standard^ of efficiency 
of management and economy in operation of railway services. lurther, wheir 
the provincial Governments are launching on road transport services, the Gov- 
ernment of India mav, at these early stages, broaden tlie functions of the 
Railway Rates Tribunal so as to include powers of co-ordinating road-rail rate.s. 
in the conipetitive and other sections. 


(/j In consonance with the industrial aspirations of India, tfie trf^nsport 
facilities of the country will have to be greatly increased. Unless the tran.spoit 
bottleneck is removed and the raw materials and finished goods moved prompt- 
ly, production will certainly fall. With a view to removing the difficulty of 
acute wagon shortage experienced by all, industries, the plying of private 
wagons on railw’ay lines for transport of raw materials and finished products 
and convenient traffic from other sources by offering a very low special transport 
rate may bv^ experimented upon. Tlie fitness of such wagons for carrying traffic 
could be certified by the Railway Enj^neers and a reasonable rate of schedule 
per mile could be levied for this traffic after consultation with the interested 
concerns. A definite quota of goods traffic could also be reserved for such 
private movements, and distributed, if necessary, among these carriages. The 
class of goods of which private movements could be permitted could be speci- 
fied and after specified period the railway administration could purchase these 
wagons or renew the permission for private plying for a further period. 


Railways alone are, however, unable to effect satisfactory transport goods 
even when wagons are made available. Therefore, besides railway transport 
we require also the revival o! cheap internal road and wider transport 
which w’ere disorganised with the advent of railw'ays in this country. 

(^) A powerful mercantile marine is neecssnry to encourage the establish- 
ment of essential industries like locomotive industry which would find it 
difficult to subsist adequately on home demand alone and would require an 
export market to maintain an economic output to enable it to take a firm root 
in the country, it being a patent fact that British, and Continental locomotive 
manufacturers depend on their export market for the mainstay of their existing 
industries, the home market being looked upon to provide the necessary quota 
to cover some of the overheads and thus assist their competitive pow’er in 
foreign market. Another essential industry still to' be started in India, is the 
manufacture of boilers which, when started, will have to depend on the good- 
will of the Indian mercantile marine to provide a national ship-building indus- 
try and to cultivate its export market to ensure sufficiency of output on an. 
econom'c level. 

The need for an intensive drive to increase the participation of Indian, 
owned ships in our foreign trade is urgently called for. If following the 
American lead in regard to the carriage of goods by American ships, the Gov- 
ernment guarantee carriage of at least 50 per cent, of the cargo owned or 
controlled by them, it would not only enable Indian shipping to make great 
strides but also ensure its economic operation. The sailing Vessels Committee 
also recommended that the Government should concede the principle of reser- 
vation of ti^ffic in certain commodities, like tiles, sand and stone to coastal 
vessels. Government can also help Indian shipping by negotiation with, other- 
shipping interests to allocate the gi’aduaily increasing proportion of India’s 
private overseas trade, which is still dominated by British shipping interests, 
to Indian shaping interests. 

(k) The system of shipping rebates should be abolished forthwith as it hurts- 
Indian shipping seriously by creating monopoly of foreign shipping interests: 
and stands in the way of the growth of Indian mercantile marine. 
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I'Uion dumping in many cases, suitable legis- 

ff-.r) , P.'’ *>‘'5 l"St P'is--al Commission should be enacted^) 

(j) Similarlv. to clieck imports from countries in which the exchanges are 
seriously deprcemu-d, suitable legislation should he passed to give power^o the 

S:;:r trh:':,:c;::smr""^ •“ 

and'^ llwi^hir^.^' ^it^ t ’’ 

Question .Vo. 55 — 

Au^: 177. Our country is not fully industrialised and for a large number of 
e .-h tul lAw and uiiuiufactured basic materials we will have to depend on foreign 
countnes td, sucli time as the demand for them does not justify their manu- 
fact me liere. It is mipcrative, therefore, ('hat Government should help the 
industiy as inuch as they can in i>rocuring industrial law materials from fo reign 
^untries. I lu re is at present shortage of such materials in the world and 
Oo\eninient should introduce a system of “Barter” to secure (hem The 
essential mm.-rals and agricultural products of this countr\- which may he surplus 
alter meeting the indigenous requirements and which are to be exported to foreign 
countries should he exchanged only for the essent'ial raw materials required by 
tlie indigenous iiidusiries. All regional restrictions slmuld he removed and Indian 
maijufaeturers given import licenses freely to secure essential raw materials from 
world markets, nherever they are available at competitive prices. Their pro- 
duction in the country sliould also he encouraged by starting pilot plants or 
importing necessary machinem- wherever possible. Government should also 
assist j>ri\ate industrialists in juircliasing the.se at concession prices associated 
with hulk ordc’.s nn<l Government’s good offices as is being done in otlier 
countries liki- the I'.K and tlie U.S.A. Government have already nholMied 
the iinjioit duty in the case of a number of raw materials to facilitate their 
ijufiorts into the country. Such duties in respect of all classes of law materirds 
should he aliolished forthwith. The financial loss to the national exchequer 
on ‘.his score will i.ltimatelv he met from the development of industries which 
will consume these materials. 


(h) 178. India d( pends for her supply of capital goods to a great extent on 
foreign supplier^. T herefore, all possible assistance should he given for import 
of tht latest plants and equipments from the cheapest markets. In the case of 
factories whicii have been set up witli import<ed second hand machinery and 
where tlie wear and teui- liave been very much more than in otliers, such help 
sliould be accorded the first class priority. Government have recently reduced 
the import duty on plant and machinery from 10 to 5 per cent, in order to 
facilitate imports into the country of such plants and machinery as are icquired 
by tile various factories. It is thought that such imjiort duty should be abolished 
altogether. Further, facilities should be given for importing certain tvpes of 
machinery from the U.S..\. in preference to the U.K. as the deUveries 

are much quicker. The Government of India should give immediate considera- 
tion to the [.ossihility of entering into working arrangements with Japan for the 
supply of capital goods needed hv this countrv’. In order to facilitnio such 
arrangements, the (’entral Government, in co-operation with the appropriate 
authorities in Japan, should provide the business community in this country 
from t'ime to time with detailed information regarding Japan’s economic plans, 
Tier productive capacity, trade prospects and financial position. The scheme of 
dismantling of plants and machinery in German factories is in pmgress. The 
Government of India should prevail on the U.K. Government to have a share 
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of the dismantled plants and machinery to make good the shortage of capita! 
goods in this country. 

(c}. 179. The main sources of motive power are electricity, fuel oil a.'d coal 
4 ind coal gas. While power resources are generally adequate in factoii<.-s situated 
in bi<- industrial cities like Calcutta and Bombay tliere are some wlio c.ypect an 
increased demand lou electrical energy in the post-war years owing to the ext ii- 
sions they contemi)late. Tile availability of cheap electrical power will aul 
•development of major industries, the survival and setting up of small Industrie.- 
and the establishment of new ones. The utilisation of low grade Bengal and 
Bihar coal in power generation in two or three large power liouse.s located ni the 
colliery areas in collaboration with the Central Government. (lr,v<.rnnicnls of 
West Bengal and Eihar, the Railway Board and tlie existing laig':* (listril>ntors 
-of electrical energy in these areas is expected to give iiraetieal s dulion of tlic 
difficulty of snpidying cheap electrical power in the Eustt'rn I’r-u inces. 'J’Iksc 
power houses will supply the necessary power for industries and agriculture in 
these provinces for the electrification of railways within a range oi laO io ‘211'.) 
miles from ('ulcutta. Tlie ancillary advantages of the scheme are: ‘.a; Preserva- 
tion of first class coal required for metallurgical purposes wliich is l)cing used 
for steam raising in locomotives and for power generating purposes, (b) Barger 
consumption and better utilisation of low grade coal which is bidng in-glcctcd 
in spite of its immense potential and existing supply, (c) Concenlratcd use o( 
low gra'le coal in two or three power houses will ina]<e it practicaldc to utilise 
it's byqmxlucts. (d) Ihe suggested electrification of the railways will greatly 
relieve the wagon shortage and the serious congestion in traffic a« it will nican 
so much less coal to he transported for locomotive ])Owcr and generation of 
electricity, (e) Electrification of railways proposed, wliich will reqnjie skilled 
labour, will give impetus to technical education in t'lic Eastern j^rovuice-. 

180. lu case of planning for electricity, central planning is advantageous 
both from the technical and finane'al view points. On tlie technical side it is 
ipt hampered by provincial boundaries and can provide for an effective 
integration of the different schemes. Further, it is desirable for the pur]>ose of 
■securing adequate finances and expending them in an appropriate manner. 


181. Tn some cases fuel oil is the main source of motive power. The jirices 
of fuel oil have shown a very much steep rise in recent years, the idsc being 
about 60 ])er cent, in a short period of one year. The monopoly of .cnpplying 
fuel oil is enjoyed in this country mainly by M/s Rurmah Shell ()il Storage and 
Distributing Co Ltd. It is. therefore, ineumbenti on the Government tn jirovide 
alternative sources of supply if the prices of oil supplies cannot in any way he 
<controlled or regulated. 


18‘2. To facilitate supply of cheap motive power in and ar<uind the coalfields, 
■Government mav consider generoting producer gas. etc., at (be coalfields as is 
done in Germany and Russia and have it pumped from there to metallurgical 
Industries, etc., wdthin a radius of say, 200 miles by pipes laid from the coal- 
fields to the consuuiing centres. 

(d) 183. The following suggestions may be made i*egarding the revision of 
the railway freight policy in this country’; 

(1) The revision of general goods classification is necessary; 

(2) Important raw materials should be given the lowest telescopic freight 
rates; 

^ (3) Finished products of similar nature should be placed under the same 
minimum classification ; 
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state oommoditj should bo uniform over alt 

« i,„.™.;,s;r :5,:,* r;in.xrir^irx ttrs 

5&:c c. e “ 

loads. It Mould therefore, be equitable if the economy effected by train-loads 
.s laassed on ,o the mdnstn- by the railway in the shapi of a speehl concession 
rate for train-loads proportionately less than for wagondoads; 

ciiltnSd ".rntb.'’?''*' materials, manufactured articles and agri- 

o I r S ' 7 ‘ * "‘”7 markets overseas and are valuable sources 

f earri I g foreugn e.vcbanges special reduced rates to ports should be li.ved so as 

o faci ibite their export. Recently the Railway Board have laid down the 
pmuntle of quoting such reduced rates only to the nearest- port. It does not 
aiway;; happen that such materials are exported from the nearest ports as certain- 
facilities. as. for example, godown facilities, bailing and pressing facilities, etc. 
are required at tlu ports before the shipment can be effected. It would, there- 
fore, be advisable not to stick to any strict principle in quoting reduced rates- 

for the nearest port. It. would be better to fix reduced rates for all the jiorts- 
of shipment. 


(e) Please sec Q. 17. 


tf) m. As regards facilities for technical research, the present organizations 
set up by T.lie Government consist of a Council of Scientific and Industrial 
Ixesearch. a Ufara of Scientific and Industrial Research, and the Industrial 
Research I tihsation Committee. Under the aegis of the Board of Scientific 
and Iiidustrml Research, a National Metallurgical Laboratory, a National Fuel 
Research .nstitute, a Central Glass and Ceramic Research Institute, a National 
Miysical Ralioratory. a National Chemical Laboratory-, a Road Research Insti- 
tute. a Building Research Centre, a Leather Research Inst-itute, a ("entral Drug 
Research Institute, a National Internal Combustion Engines Research Laboratory, 
an Ele--tro-Chemical Industries Research Institute, a Central Food Technological 
Research J?istitute have already been opened or are going to be opened. 


185. Blit these are not enough to cope with the problem of rapid industrialisa- 
tion which calls for broadening of the basis of research. It is. therefore, desir- 
able to readjust the existing research organisations more or less on the lines 
advocaied by Sir J. J. Ghandhy at the 31st Indian Science Congress in 1944. 
Tlie (’ouncil of Scientific and Industrial Research which is the supreme body 
sliould correspond in Its functions to the Committee of the Privy-Council for 
Scientific and Industria! Research in Great Britain and consist of prominent- 
industrialists, economists and scientists and be presided over by an appnipriate- 
Minister of tiie Central Government. Its main functions should be to lay down 
broad principles of policy for the guidance of technical subordinate bodies, co- 
ordinate their activities and receive financial grants from Government. Of th& 
other two constituent bodies, the Board should concern itself largely with 
science and the Conimittee largely with Industry, or rather with the iiidiistriaT 
application of scientific research, both working in close collaboration, under the 
general guidance of the supreme Council. 


l^^fi. The broad functions for the Board of Scientific and Industrial Research 
fihould be : — (a.) To plan national scientific and industrial research in collaboration 
Avith the Industrial Research Utilisation Committee under the general direction 
of tlie parent Council, (b) To develop facilities for the execution of national 
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researeh programmes, by setting up national laboratories for chemical, inctiillurgi- 
cal, physical, fuel, food, and other types of research, stimulating tho growth 
of private research institutes and laboratories, introducing and f.ncournging the 
American l'’ellowships plan, etc., in the country, for this purpose, (c) To i])jJor- 
tion research schemes to Its own and private and university laboratories, (d) 'J'o 
control^ supervise and coordinate scientific researcli activities as well as techno- 
logical education in the country thus ensuring the j»roper collaboration bt tween 
Government Industry and Science, (e) To distribute grants to re.sa-uch 
institutes and individual researcdi workers when necessary. (1) To forinnlale 
and submit its general recommendations annually to the parent Council for 
approval. 


187. While ccnsideiing the need for technical assistiance and reseai'<*li for the 
major industries of India, the requirements of the small industries should not 
be overlooked. Such assistance can best he rendered by Oovennnent Industiial 
Engineer^ located in Industrial Cities who would charge a small foe for giving 
their advice to those small industries which cannop afford tt) engage technical 
assistants and research workers for their small Industries. 


188. The scope of functions of the Indian standards Institution should be 
broadened and it should be entrusted with the respon'^ibilily and task of C' IK ct- 
ing standard technicnl information from foreign countries and disseminating 
these in this country for the benefit of the industrialist. This it can (‘a>ily do 
while preparing Indian skandards on the basis of standards prevalent in other 
countries. It w'ill also be very helpful if the institution lias a practical wing to 
give demonstration of a modern t^Jchnique and standards in use in oilier 
industrially advanced countries of the world. 


(g) 180. Ecceutly, an investigation inlio the cases of applicants wlio 
approached the Industrial Finance Corporation for loans revealed a voul dearth 
of capital in th? ccuntiy- and the capital reserves of the industries as low. This 
situation is unfortunate and calls for immediate altention. The problem today 
is not merely that industry feels that it is not receiving adequate linanco; il is 
also that available finance can be obtained only at a high price. To rcjnove 
bhis longstanding need of the Indian industries ‘the Government of India bav© 
recently established an Industrial Finance Corporation for facilitatin-' supulv of 
nnanie to industrial concerns. ® ‘ 

activities of the Corporation should be widened; loans should also 
be granted to partnership firms and private limited companies against approved 
securities and assetis. if the Corporation is fully satisfied after scrutinv of the 

<if \ m V 


191. The indusfrial Finance Corporation as now establishpd ir, fi 
falls short of t^he country’s industries’ requirement. The authoris, 
ulso the issued capital is inadequate for purposes of financing * i f ^ 
vast country like India. The coun'.^ awaitf rapid bl^ d f ■" “ 

development. To suppl,y adequate finances to the inriv 
Corporation should have an authorised capita/ of at leas 
.ssned capital of at leas, Es. 10 to Ea. 15 croros ,o sfarh wi/h T'o' 
should have at their credit at any time at least 50 ner ce f t /u' 
circle of subscribers should also\e broadenel The public 
their saving, in fairly long tierm deposits shoiiM ol« ° ® desiring to put in 

their money in fixed deposits with the Con)oration In th^ to invest 

with the Coriioration if the rate of interest irm.d« 

payable eve^ year, and at the s/me t-^^r time fl‘'taTuri/ 

Governincut can be sure of good response f-om fliA ^ -V 

serve a double purpose— the saving habits of tho nnir 

the Corporation will have adequate funds to ta£“ up toJ." trm '“finSg" of 
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industries. In the ease of small industries, those provinces which have got 
State Aid to Industries Acts should apply them more liberally than they have- 
done till now and those provinces which have not got such Acts should enact 
them at the earliest. 


Qucalion No. o(>— 


.las: 192. Tlie progressive association of Government. Trade and Industry 
can only be achieved through establishment of a Central Advisory Council con- 
taining the representative-s of both the Government and the Tmde and Industry 
and presitlod o^er by an appropriate Minister of tlie Central Government. The- 
roiaYsentatioa to the Trade and Industry in sucl» a case should always be given 
tiirough organised trade and industrial associations and Chambers of Commerce. 

The Central Advisorv Council mav be divided into two or more sub-councils 

« * 

concerned wita different aspects of the industry, their activities being co ordinated 
ihiou;ih the Council. The recommendatioiis of these Councils should have a 
mandatory character as it is thought that mere advisoi*y character would nofe 
give sufticient weight to the recommendations made by the Council. This 
Central Council, on the other hand may be assisted in it« working by a r.amber 
of Committees, eacli ('ommittee being concerned with particular industries. The- 
duty of these Committees will be to consider in detail the problems confronting 
that particular industry with which it is concerned and give advice to the Central 
Council in the mattov." The Central Council on its part will consider the recom- 
mendations of the different Committees and try to evolve a co-ordinated plan 
for the development of the country’s industries as a whole. 


198. Government have already taken a good start in the matter of associating 
the representatives of the Trade and Industry with the activities of the Govern^ 
nient in the field of industry and trade. The scope of functions and the orga- 
nisations of the present Advisor^’ Councils and the Development Committees 
shonhl, however, he revised to make them more helpful in the purpose for which 
they have been constituted. To facilitate formulation of a co-ordinated industrial 
poliev favourable to the proper growth of industrialisation, it is suggest^l that 
the transpoit and Taihour Advisory Councils should be merged with the Central 
■Vdvi^on* Council of Industries instead of being kept as separate bodies. I he 
Central* Advisory^ Council of Industries may. however, have sub-councils to deal 
witli labour and transport problems. 


Que-ition No. o7 — 

Xjis: 194. Besides, the special types of organizations mentioned under Q. 50, 
it is thought that no separate organization is necessary. 


Section F. 

Fiscal Policy in Relation to Commonwealth Preferences: 

Qiiesth^i No. 58 — 

Avs: 195. rth^l^ LT'K^ I'lf tbf Mer'haffTtlm^ 

iiritish industries. This growing foreign competition led Britain to sponsor 
th.^, scheme of Imperial Prefe-ence as a defensive me^isuie. 

lOfi India was not m/jch interested in Imperial P^-eference as her^ 

wore in regular ^lemand and effeXe^irotection 

“d'to inte?^ On theso'^rounds, therefore, both the Government ns well 
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.s the people of India were, against any scheme of Imperial 

Ultimately Imperial Preference was accepted it was more on political than 

economic g^unds. The approach was thus essentially a negative one. 

197 Though the Ottawa Agrecunent under which India accepted Imperial 

Preference was replaced by successive agreements, and though the ^ 

A<^eement of 1939 did something towards improving the position. 

chology that Imperial Preference was thur-t .m a dependant India, remain, d. 

198 The economic and political conditions in the world as well as ni India 
have changed much since then and especially since the attamiucj.t. <d independ- 
ence and partition of India in August 1947 The Genera! Agreenuhn on anils 
and Trade and the Havana Charter on World Trade and hinplo.Mnent a!>o mcLs- 
sitate a ue.w approach to this question. Since there arc no political tettei. to 
dominate our economic policy. India has to take fuH cognizance of relevant reo- 
noinic factors in arriving at a final decision. 

199 Under the General Agreemeait on Trade and Tariff a provisional agree- 
ment was signed bv India with some other countries for concession in tariffs etc., 
on 0 reciprocal bi<is. Imperial Preference also came nnder scrutiny aiul re- 
duction in preference was agreed upon botli by India and the U. K. lo i ic 
extent to which different countries agre*.>fl on multilateral basis of h;;;h\ tne 
poliev of import preference will have to be revised. Once the Havana Charter is 
ratified and the International Trade Organization comes into he.ing the scope of 
multilateral trade will widen and preferences will have to be 'adjusted to the 
terms of the Trade Charter. The Havana Cha.rte,r discourages use of preferences 
as they invrlve discrimination in trade. We will liave to take into account llie 
changing pattern of our foreign trade. 


200. While manufactured goods like textiles, oils, carpets and coir-niattlug, 
sports goods, etc., are growing in importance in our export trade, we liave a'so 
become net importers of raw materials like raw jute and cotton. Witli steady 
progress, India will fast turn into an industrial country supplying the demand 
of the Middle East and some Far East countries for manufactured articles. 
Preferences shall be reciprocal and mutually advantageous to tlie extent to 
which our economies are complementary. It is in this perspective that the ques- 
tion of Imperial Preference is to be suiweyed. 


Puesfion No. 59 — 

.4ns: 201. So far as India was concerned, the Fiscal Commission’s princi- 
ples on which Imperial Preference was to be recommended were based on the 
negative attitude of avoiding any economic loss to India through reduction in 
protection or appreciable increase in the burden on the consumer. 


202. But in the present circumstances we should take, moi’e positive steps 
towards not only avoiding losses but improving' the opportunities — in so far as 
that is possible under the present context of our growing home industries. 

The principles that we would, therefore, like to put forth to guide the 
scheme of any prefe.rence in the future will be on the following lines: — 

(1) Whereas no preference given in any way should diminish the protection 
required by Indian industries, the positive gain that they can achieve, by a judi- 
cio\is scheme of preferences should always be kept in view. A reciprocal pre 
fcrenco W’hich can ease the raw' material position of an industry or improve pros- 
of a ready market for its finished goods can go a long way to giving posi- 
tive help to our industry without entailing any loss. - » o 
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(2) Preference should be on a reciprocal and mutually advantageous basis. 

W e cannot reverb to the stand taken by the Fiscal Commission of 1921-22 lhat 
any preference given by India to the U. K. shouM nob be a matter of bargain for 
India but should be, given as a free gift to the mother counti^. The interests of 
an independent India anxious to utilise aU available opportunities for promoting 
ra))id and balanced economic and industrial development should not be sub” 
orilinated to the interests of the U. K. or any other country. \ 

(3) Preference given to the goods of one or more countries should not result 
in such a change in the patteni of our foreign trade that it leads a non-preferen- 
tial countrj’ to discriminate against our export-s to or imports from that country 
in a way that affects vitally our industrial and trade position. 

(4) Any kind of Imperial or other Preference as also the Fiscal Policy on the 
whole should be geared into the development of the economic fabric as a whole. 
A policy of preference should keep in view the trade or tariff point of view and it 
should be considered from a broader angle so that the economy on the whole does 
not lose by any short-sighted tariff concessions or preferences. 

(5) Finally, as the Fiscal Commission of 1921-22 recommended, no pre- 
ference should be granted or promised without the prior sanction of the Legis- 
lature. Previously the Legislature's powers were limited and such agreements 
as met it’s opposition were certified into law by the Governor-General. But 
now the Legislature as the sovereign body shall have every authority to decide 
about the issue. It will look to its broad poutical and other repercussions 
while in economic details it will generally accept the recommendations of an 
expert body like the Tariff Board. 

Question No. 60 — 

/4?is; 2U3. Under the Indo-British Trade Agreement of 1939, India accorded 
a jireference of 10 per cent, to a number of items of imports of British goods 
like chemicals, paints, remnants of piece-goods, woollen-sewing-machine, and 

per cent on motor-cars, motor-cycles and scooters, cycles and omnibuses. 
j\s against this the U.K. on her side apart from continuing the free admission 
of certain iodian goods (ns Inc, raw-jute), granted the following main pre- 
ferences: — Id j)er cent, ad valorem on Linseed, Castor-seeds, Ground-nuts, 
JiCather, spices etc., (b) 13 per cent on jute manufactures, ropes, oils etc., and 
(c) 20 per cent, on coir-matting, cotton manufactures and certain jute mauu- 
f ictiires and, (d) specific preferences to coffee, tea, rice, carpets and rugs. 

204. Under the General Agreement on Trade & Tariff, India lias offered 
concessions on various goods in the form of reduction of custom duties, or 
reduction in preferential margins, or by the binding of existing tariff treatment. 
Out of the goods on which tbe U.K. was granted preference, motor-cars and 
parts, chemicals and drugs, etc., come under the purview of the General 
Agreement on Trade and Tariff, and for exports the principal commodities in 
w’hich India has received direct concessions are jute and jute manufactures, 
cotton manufactures, mica, shellac, matting, sports goods, carpets, oil, tea, etc. 
Besides, she has received indirect concession on many other items. In short, 
to the extent of the terms of the Agreement, there w’ill be a sort of free trade 
among the members and they will receive mutual concessions not enjoyed by 

non-members. 

205 It is difficult to estimate precisely the effect of the Indo-British Trade 
Agieement on the foreign trade of the two countries. The Agreement came 
into force in 1939 and soon the war brofca out. Any change in tbe direction 


■ of our trade in the successive years was tliercfore iimiiily due to war requirements 
. and emergency and must have only slightly been due to the Agreement. 
-Similarly the General Agreement oir Trade and Tariff has not been in Oi^era- 
tion for a sufficiently long tune ajjrt therefore it is premature to judge its results. 

(a) Effect oil Expnnsiou of Trade . — Under the Indo-British Ti’adc Agrec- 

- ment, Britain received preferential treatment ni respect of goods in whi di theie 
were strong competitoi’S. And some of these articles, like paints, woollen 
goods, cycles, some kinds of machines, etc., do not come under the General 
Agreement on Trade and Tariff. Therefore, any preference on these compe- 
titive goods will stand in the way of our trade with other countries to whom wc 
could send our exports on a reciprocal basis. 

(b) CuHtoina [lurcnucu. — f’ustoms revenue will in the longer period increase 
as trade on a multilateral basis goes on expanding. Therefore, to the extent 
that General Agreement on Trade and Tariff leads to expaiision %>£ trade, custoin*' 
revenue will improve. 

(c) Price Jeccis of preferred ctnnmodHicH. — In the case of tlie iiiqH»rts in 
which the U.K. still retains exclusive preference, prices will naturally be 
higher than it would be the case in a non-discriminatory situation. In the 
case of other comiixodities we will he in a better position as competition will 
bring the prices down to their proper levels. As for our exports to the extent 
that other countries give concession to ns. wo may be in a better exporting 
position under the General Agreemnt on Trade and Tariff . 


Ouesfioii No. 01 — 

.-laff: 206. Prior to the extent of intra-empire trade, if the U. K. 

is excluded, was of a rather limited cl’.aracter. In 1934-35 India s imjiorts 
from the British Empire, excluding the U.K. were less than 9 per cent, of her 
total iniports, though her exports stood at about 14 per cent, of the total. But 
after 1939 the share of these countries in the foreign trade of India recorded a 
marked change. The rest of British Empire’s exports to India increased from 
8-8 per cent, in 1937-38 to 27-6 per cent, in 1938-39. Export trade during 
these two years remained steady. 


207. The war exigencies changed the direction of trade. The imports into 
India from the British Empire as a whole decreased from about 58 per cent, 
in 1938-39 to 48 per cent, in 1943-44. The U.S.A. stepped in and the imports 
from that country began to rise. After the war India gradually entered into trade 
arrangements with many non-Empire countries both in Europe ns well as the 
Middle-East. .Though the diversion is not yet so marked, the trend is si-mi- 
ficant. 


208. abe general .Agreement on Trade and Tariff has broadened the unpli. 
nation of concessions in most of our goods. Through the trend tower, Is 
nuiltilateral.sm under the International Trade Charter, India’s export and 
import trade will become more diversified ; yet. in so far as our economies are 
coniplementary, trade is bound to maintain its present direction ImnerM 
Preference in reference to the Empire, excluding the U.K., was never srhn 
portant a factor m mtra-empire trade ; now with the General Agreement on 
JeTback*"^ International Trade Charter, it will ilceive stron 


cr 
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Question No. 62 — 


interested in getting his goods at the 
J a • -“I® n'lrden increases to the extent to which preference on 

■goods results in increasing or reducing prices of those goods. 


minimum 

imported 
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210. Under the Indo-British Trade Agreement (193^, out of the 18 groups- 
of preferred articles there was only one gi*oup viz. cycles and parts, whose’ 
imports (according to 1937-38 figures) from the U.K. were as hi^ as 74 per 
cent. In the case of 8 others they varied between 52 per cent, and 67 per 
cent. Ill the case of the rest the U.K. accounted for less than 50 per cent. 

211. According to our above test it is doubtful if the Indian consumer 
gained anything from this preference because for a large portion of his goods he 
had still to depend on non-preferred countries. We can at best say that to the- 
e.\lent to which preference was granted by reduction in the import duty the 
coi sumer must have gained relatively in case of the groups of articles whose 
imports from the U K. stood at more than 50 per cent. Since most of the 
prcfeiTed articles were those in which the U.K. faced strong competition from, 
other sources, especially when it is affected by raising the duty on the articles 
of non-preferred countries it must have imposed some burden on the consumer, 

212 As for a quantitative assessment of the consumer’s burden (relative to- 
the loss or gain to the State’s revenue) it is difficult to give any precise esti- 
mate. 


Question Ko. 63 — 

.Ihs; 213. India's preferred txixirts to the U.K. have been divided into 
four groups. Group I includes commodities like jute manufacture, coir yearn 
coir-matting, etc. In this case Indian exports face little competition either 
from the Empire countries or from other foreign countries. Group II consists 
of commodities like Linseed. Pig-iron, carpets, rugs, etc In this case ex- 
ports fi'om India face little competition from within the Empire but strong com- 
petition from outside. Group III consists of ground-nuts and tea. In this case 
Indiati exports face strong competition from within the Empire and little com- 
petition from outside. In case of Group IV which consists of tobacco, spicesv 
vegetable, oils, etc., there was strong competition from within as well as out- 
side the Empire. 

2M. We mav also give a general idea of the possible benefit to India from 
r)reference granted in respect of each of the four groups mentione 
ease of the'first group, more than 73 per cent, of the U.K. demand was s^; 
plio.1 by India and there was hardly any serious threat of “"’Pf '* -4 

other source. Though the position improved after grant of preference it 
was not very significant compared with the basic position. Clearly theretare, 
preference was not expected to confer any substantial be t. ■ 

Uei, ill in36.37 tlie U.K. was responsible for only 28 per f 

exports of this group, the significance of “'b'’ ‘“Z in rU K 

lirnited. From 1931-32 to 1936-37 the percentage of our total exports into U. 

improved from 26 to 28. 

•U-'*. As for the second group where India faced strong 

the'foreign countries, preference in tlic ^ was ^ posi^ these goods 

1931-32 we supplied only 24 per cent, of the U.K s. ^^^Xe ^haro fell from 

while in 1936 it shot up to 54 per cent. otherside of the 

75 ner cent, to 43 per cent, in the same period. But 

picture is not to be lost sight of. Since m of tt went to other 

.vas only 34 per cent, of *heir supplies from the U.K. market 

•oniitries where our exports had to di ... ‘ sports to other countries 

now chiefly supplied by asTo ErM-68 crorci^ in 1986. This resulted 

lo'^J^r^veinalMall T^ur’ "ex’pm-f.fdn spite of increased exports to the U.K! 

from Bs. 24 57 crores to Bs. 21'99 crores-. 
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216. In the third group we did not gain anything positive bv the scheme of 
preference. It was only a safeguard against loss. Since our chief competi- 
tors were other Empire countries whicli also beiiefi(-cd from preference, no- 
positive benefit accrued to us. 


217. In the forth group we supplied only a small portion (15*3 per cent. in. 
1937-38) of the U.K's. demand, there being strong competition from Empire- 
as well as other sources. Moreover, the U.K. accounted for only about 27 
per cent, of our total exports under this head. 

218. The Indo-British Agreement of 1030 did not change t)ie position in anv 
suDRtaDtial way. 


-19. But when we recall that the Jion-prefeired exports consisted mainlv 
of raw jutc and raw cotton the market for which was ever expanding, we feet 
that preference had sornething to do with the increase in the exports of the- 
preferred articles. Besides, given the trend towards autarchv in the post 1937 
world and granted the Imperial Preference arrangement between England and 
other Dominions and Colonies. India would have lost her markets both wavs 
Preference assured her at least the U.K. Market. ‘ - 


fh India s trade with the Dominions and other Colonies and 

the effect of preference thereon, it should be remembered that Imperial Pre- 
ference as visualised in the Ottawa and the Indo-British Trade Amercements 
mamly re ated to trade between the U.K. and the other countries of the Empire 
mdividuaUy. Each of these countries entered into separate agreements with 

mutual preferences by the Dominions and Colonial 
among themselves was only an off-shoot of the main agreements and did not 
give any special encouragement to their mutual trade. 


Mnnrf '♦rti Colonies like British East Africa and British Malaya ouv 

India different lines.. Because of their geogra])Iiical proximitv 

CoJonip^ Tf ^ ^ of finished goods like textiles etc., to these 

tillin^f was not only Imperial Preference in its fiscal sense that gave a 

significance wL the 

Z TV closer trade and 

othei contacts between the various membei-s of the Empire. 

Question iVo. 64 — 


das: 222. It is clear tliat India accepted the principle 

political grounds and anv conscious 
engthening her bargaining position did not arise. 


of Imperial Pre- 
attempt towards 


223. 


, - In 

feeling that 

strength vis 

ill return. 

Ho thorough 
could have 
improved. 


fact, an important cause of dis-satisfaction with Ottawa was the 
the Indian Delegation failed to make full use of India’s bargaining 
•fl-vis Great Britain and gave away too much and received too little 
Ihe Agreement was too hastily devised and enforced. There was 
" competent authority, like the Tariff Board, which alone 
applied the suitable tests and seen that our bargaining position 


IndifreSvLV ^ n preferences which 

f«renc<« a negative insurance value, the pre- 

^eft to though on a smaller trade value, were of 

k JnPQf ^ ^ of imports in which 

eujoTed*bv TI V “1 the U.K Further, while the pre- 

paintc^ fni to manufactured articles, such as ohemi- 

i’ apparel, which were directly detrimentol to the 

of indigenous industries, the U.K. granted preferences only to raw 
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materials venuived for keeping her industries going. . The Cotton Article, which 
come in for persistent criticism, did not provide any quid-pTO-quo inasmuch 
India was bound to buy a stipulated quantity of cotton piece-goods m ^'eturn for 
a stipulated quantity of the export of raw cotton to Lancashire which fell 

short of their normal intake. 

'>25 India vis-a-vis the non-Empire countries —The general preferences 
euioved by the U.K. precluded India from entering into any trade agu-eemeut with 
coiitiuental countries, as India could offer them very little in exchange for her 
exports. Prior to the introduction of Imperial Preference our export trade wa. 
much diversified and the non-Empire countries accounted for moi;e than half of 
our exports. But after the preferential agreements with the L.K. and 
nions, our exports to the nou-Einpire countiies dwindled firstly, because of loss 
of the Empire market to these countries, tliev offered stiff competition in the 
non-Empire markets, and secondly, with th rend towards reciprocal bilateral 
a-reeiiients, as against triangular and mull ateral arrangements, our imports 
(due to preference) from these countries could not be large enough to balance 

•our exports. 

Question At>. 65 — 

226 The facts mentioued in answer to Q. 64 by themselves make the 
value of anv Imperial Preference doubtful and when we weigh them 

li^ht of changed international position as also the changing ® 

trade, the dice may be cast against the scheme of Imperial Prefeience. 

007 With the coming into being of the International 

be revise,! and made consistent with the terms of the Ha^ana Uiart ^ 

•»8 India’s pattern of foreign trade lias changed since the Fiscal Comm,^- 
sion of l<J21-2-2 sat on judgement on Imperial Preferenc . 

0-29. Our recent trade agreements -ith several Eumpean^aj^ 

countries, tliougli modest in eountries have agreed to supply 

un a reciprocal basis. Some of the E p • promote development of 

to he re.., mined 

ill the light of economic requirements. 


Section G 

Treatment and »t,lir,aUone of Profrefed and Assisted huUsUies. 

Question No. 66— „,sistance from Govern- 

.eid — iy as regards the 

aimer in which they render their services. 

(},) (1) The rise of price which follows st of production and 

'"SS- 

i'S.uv, lb. '””13“ .in, 
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231. In short, protection does impose a burden on the consumer. This is a 
deliberate sacrificei which the consumer has to make to promote his own interests 
and those of his country in the long run. This sacrifice is essentiallj* temporary, 
It helps to improve the efficiency of factors of production, widens the, scopi- for 
employment, raises income and purchasing power of the people and makes the 
supply of goods and services more plentiful and at rea.«onable prices. Tlierefore. 
there is no chance for alami at the temporary rise in prices due to grant of pro- 
tection. 

232. In the, circumstance, it is not desirable that any price policy or price 
structure should be laid down for ])rot€cted industries. The application of any 
such policy would be neither desirable nor practicable. 

(li) Wages constitute a major portion of the cost of protiuction in the Indian 
industries, feince the termination of war there lias l)een a marked tendency for 
the. wages to rise and production per man power has tended to decline thereby 
raising the cost of production. Wage structure has become very l igid. There- 
fore, there is no need for imposing any obligations in respect of wages on protect- 
ed industries. Per contra efforts should be made to improve efficiency, lower 
ers^ of production and reduce burden of protection. 

Similarly, conditions of «m|>loyment labour liavc, been materialK' inip''ovctl 
during the last few years due to protective labour legislation enacted 1)V the 
Provincial and Central Governments. In fact e^cperieuce lias shown that the 
pace of legislation in the direction has been fairly rapid. There is no need for 
special pro^^sion for labour employed in protected industries. 

(iii) & (iv) It is fully appreciated that the industrial development of a countrN 
depends on extensive research work in all aspects of production and distribution 
and effective utilisation of the results thereof. The imlustrialists are, doing their 
best to extend facilities for research work both individuallv and eollectivelv fkind- 
ij see m this counection answers to Q. 54 & 55 ) ' ' 

(v) Improvement in tlie available snpplv of skilled labour will help to improve- 

■■'>'*“‘'1 cost of lu-odnetion. Industries arc ti-aininv 
earbln*’ fP iMVe succeeded a good deal in tlint divection. Government 

bv extending facilities for ti-aining in adva.^ee- 
lacto.-ies and other workshops under their ownei-sliip and control. 

(vi) It cl^p8uds upon th8 nature of contint^^piioi*^'^ i* i 'u a.- 

Government should interfere onh in the e^ent o^ a The 

existing or apprehended. ' ^ seiious maladjustment 

Question No. G7— 

‘-'O- the nor. 

Definite stipulations may be made on the iXifri ® ohe\<ed. 

on production is however unavoidable im<^o J: •" rospect. Eestriction 

troubles, shortage of raw mTn“drwm co“t^^^^^ 

^-learance etc. Production has also to he restSL°S tti::re‘‘? 
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(ii) Instead of making stipulations that no protected or assisted industiy 
should engage in any restrictive practice in respect of distribution of products, 
Government should make arrangements for facilitating the distributive trade so 
that no hindrance is experienced. Hoarding of stocks out of any illegitimate spe- 
culative. motive and restriction of distribution calculated to check the normal 
adjustment of supply to effective demand should be discouraged. 

(hi) Prices sliould be fixed by the force of demand and supply in the open 
market. The industrialists would not as a rule, resort to cartellisation; they 
would ensure free play of economic forces to adjust prices. Government, may, 
however, keep a watch on all restriction in prices not arising out of mal'-adjiist- 
ment of demand to supply or vice-versa. 

(b) In India there is a wide home market for industrial products. Manufac- 
turing industries being subject to the principle of increasing returns and de- 
creasing costs, it would be in their interest to make more production and sell at 
the lowest price. Industrial associations would therefore encourage production 
and reduction in costs and prices. In view of their trends it is desirable to pro- 
mote the growth of industrial associations without imposing any restriction cn 
their rights. 


Question Ko. 68 — 

Ans. 234. According to the terms of reference of the present Tariff Board, 
an industry seeking protection has to satisfy the Board that it is established and 
conducted on sound lines. Besides, the. Indian Companies Act provides for regu- 
lation of working of Joint Stock Companies. There is no need to lay down any 
special conditions regarding the financial structure of industries receiving protec- 
ition. 


Question No. 09—^ 

Ans. 235. The present arrangement for the standardisation and cc.r.trol of 
the quality of industrial products in India is not satisfactory. The Indian 
■Standards Institution will ye,t take some time to put its various schemes of 
standardisation and quality control into effect. 


236 It is however, necessary that special provisions for standardisation and 
Miualitv’ control should be laid down for protected or assisted industri^es and they 
.should be given adequate help to adopt the suggested measures This Mil en- 
able the protected industries to improve the quality of their products and build 
up good reputation among the consumer. 


(b) It is desirable that whea-e industries have their own, organisations w'orking 
n proper lines they should be entrusted with the enforcement of the Piovisjons 
,f standardisation and quality control Industrial 

ontact with the, day-to-day working of the industry are in a better position to 
mow the requirements of the members and persuade them to adopt the 

ueasures suggested, 

‘ally qualified should be co-opted. 


Question No. 70 — 

237. It is admitted that protected or assisted 
.bligatioii to the community as regards the manner m vhich y 



-services. It is not desirjible to incoi-j)orate these obligations in the statutes <ieal- 
with the protected or assisted industries. The Tariff Board, being an expert 
body entrusted with the task of examining the claim of protection and the nature 
and foiTO of assistance to be extended to individual industries will lie in a iiefcter 
position to determine the nature of obligations to he enforced. 


Question No. 71 — 

-lii.s. .23«S. (a) No Tariff Board can, however, watch the progress of tlie indus- 
:tries. 

(b) No. ' 

(c) No. There is no need for such representation. The. supervision of the 
IFurlff Board would be enough to secure the object in view. 


Section' H 


'Question Nos. 72-73 — 

-Ins; 239. The existing organisations are Ministry of C'oinmcrce and the 
Tariff Board under it. These organisations are considered inadequate to deal 
with the problems of implementation that may arise out of Government’s 
acceptance of a comprehensive policy as regards (1) fiscal measures and (2) 
non-fiscal measures. 

240. The present Tariff Board is an lul hoc Board. Every application for 

assistance is to be scrutinised and examined carefully. Wliile recommending 
the Tariff Board should suggest measures towards carrying out the industrial 
policy of the Government. A bold and comprehensive view of the economic 
development, of the country is to be kept in view. Only a Tariff Board per- 
manent and with statutory powei-s defined by the Indian Legislature could 
satisfy the above demands. In view of the complicated and varied nature 
of the work, tlie composition of the Board would have to be considerably 
enlarged.^ The Tariff Board can be remodelled and separate technical and other 
organisations attached to the Board to assist it at everx’ stage of its work. 
It is learnt that in IJ.S.A. the Tariff Commission has remodelled its organisa- 
tion, classifying their functions in four broad lieads. ' 

1. The Office of the Cliief Investigator. 

2. i he Office of the Chief Economist. 

3. Legal Division, 

4. Secretary’s work, 

241. The Indian Tariff Board need not rigidly follow the above classiffcation. 

rs J*" Zkr 

Question No. 74— 

Commission may Imve Ifs ’ advantagor^^Bur^Lv ^ ludustrial Planning 

trial policy of the Oovernmenf Pnvjolrv secondary. The Indus* 

basic and key industries a trade'^rnd defence industries, 

.... g... A trade and planning com.tiiission may be set 
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up and entruj^tad with the work of planning but the work of implementing 
Government’s fiscal policy should be done by a specialised organisation as the - 
statiitor\' Tariff Board. Of course, collaboration and co-operation is necessary 

between the two Bodies. 

* ^ 

* 

Question Nos. 75, 76 77— 

244. Refer answer?; to question Nos. 72. 7^ and 74. 


Question So. 78 — 

."■‘t the’ ‘"Board f 

.-Ims: 245. The Fiscal Commission of 1921-22 observed thi» Arjt.irfiaihvv of 
must be % pfrmanent body" and that ’’consistent decisions and co. 1^- a*, 
policy are of primary importance" and that tliese could be served on.^ 
periiianent Tariff Board. The Fiscal Commission have nowhere insisted . 
the Board should be a statutorv body which the commercial organisations 
have time and again been insisting upon. Tliough the Fiscal Commission 
recommended a permanent Board, Government did not implement it but set 
up only fld hoc boards. The experience of advanced countries only emphasise 
the importance of pennanenev. The consequences of an ad hoc body are far 
reaciiiiig and vicious. It is agreed with the Fiscal Commission that a perma- 
nent body secures consistent decision and continuity of policy; further, pei- 
manenev would liave a disinterested and detached approa?h than a temporarv 
ad /loc ‘Boarrl Jjt is considered that a statutory position for the iariff Board 
would confer on *it, high standing, which would attract men of ability and 

integrity to serve on Ihe Board. 

246 \.; i-egarrfa composition, the Board sl.ould be oonsideiably enlarged. 

The auai ficatimis of the members o£ the Board, according to the Fiscal Con^ 
missio^of mrwere high abilitv, integrity and impartiality, e em orse ti e 

srss 1 r:=r.S:.:i 

of 1922 who were of the opinion that the Board should co . Chambers 

representing trade, commerce and industry by election by the leading 
a?d nt le associations in the country. The Fiscal 

the view tliat no definite interests should be represented on the Board. But 
it is worthwhile to consider the recommention of the rninontv. 

247. As regards personnel the 

come before the Board. 

Question No. 79—- 

Am-. 248. It is the general opinion that body wWeh 

should be widened. The Tariff Board .[ independently the ‘eases of 

^vill of its own initiative be in a P"?' I"”*" A perusal of 

industnes and put in recommendatjon. regard to the 

the lecoinmendations of the f of the claims for tariff 

appropriate functions show that esu es functions as enquiring into 

functions assigned to them were of a limited chaiacte . 
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ii40 The Tariff Board should have powers to investigate both on its own 
initiative and on the application o[ an intL*rested party or on ot a 

reference bv the Government, problems relating to the development of indus- 
tries bv pmtectlon or other forms of state assistance and to make recominenda- 
tions in that connection. It should make a continuous study of the tnule 
movements, tariff changes and prices in the world, particularly those in which 
India is interested directly or indirectly. It should report on the working ot 
the Indian tariff and its results and make suggestions for suitable changes, it 
any, are required. 'I'he Board should watch tlie working of existing commer- 
cial treaties with other countries and suggest new ones, if likely to help m 
the industrial progress of the country. The form, tlie classification and. other 
technical aspects of the tariff should he reviewed by the Board from time to 
time, with a view to improve tliem in the light of the requirements of the 
trade on the one liand and of the latest improvements in other countries on 
the other. 

'250. Special questions relating to tariff and industry, such as alleged cases 
of dumping, schemes of Imperial Preferences or Empire Trade Agreements, 
taiiff treatment given to Indian manufacturers abroad, complaints against 
manufacturers abusing the protective system and such other matters are really 
vital to the industrial development of tlie country sliould be first investigated 
by the Board before any decision is taken. 

251. In order that the work of the Board may not be unduly hampered, 
it should have general powers to investigate and recommend any step that it 
may consider to exe'^mte tlie intUistria! policy outlined above. Arrangements 
* ‘ould also be made for co-operation with other departments and officers of 
^ State. In its work of collecting data, it should he promptly assisted by 

‘iher Goverinnent Departments, Central and Provincial, 
all Ov ‘ 

Eor the same purpose, it should establish relations with commercial 
and"* indu bodies as well as with Universities and research institutions. 

Busines^m should also help the Board with any information required of 

\ iformation obtained should be tivated as confidential, 
them : the n 

253 It is ( Tariff Board should state its economic con- 
clusions separate general recommendations and that these conclusions 

should be publish- publication is clearly against the public interest 

temporarily or pern 

254 In this couik *he experience of' tlie .\ustralian Tariff’ Board is 

instructive. The Alinis Trade and Customs has to refer to the Board' 

for enquirv and report . ^’elating to (1) classification and valuation of 

goods, etc; (2) proposals hicreased. reduced or deferred duties; (3) > 

granting and effects of boun intermediate and preferential schedules; . 

(5) any complaints against ^a^^f^^'turers abusing tlie State aid afforded to 
them by the Tariff; (6) the gt working of the Customs and 

Excise Tariff on the industries country; (7) the fiscal and industriar 

effects of the Customs J.<aws; t ^ ^ relative effects of the duties on raw 
materials and on finished goods (a • ''j goods); and (9) any other 

mattei*s affecting the encouragemei* uidustries. The Board is empowered' 

to recommend after a careful enquiry conditions of an industry, about 

'vhich a complaint is made, that the ai of duty payable to its commodities 

be abolished or reduced or that such acv might be taken as the Board deems 
fit. The Board is empowered to euquir ® report on its own initiative on 
any mattei*s relating to subjects in (6) (^) above. Thus tlie powers of 

the Australian Tariff Board are faU'lY wk'® swi it has initiative in certain 
respects. 
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255. Tt may also be noted that in listing th^ above functions we have taken 
into due consideration the functions approved by the Fiscal Commission 1922 
as well as those assigned to the Tariff Boards of 1945 and 1947. 

No, 80 — 

.lux: 256. It is clear from the foregoing sections that the existing functions 
of the present Indian Tariff Board as laid down in their Resolution of Nov- 
ember 1945 and August 1948 are inadequate. The functions to the 

interim Board may be adequate for the limited purpose for which they are 
intended. Thtv touch only industries which were either bf)rn or deveioped 
-ifuring war lime and it touched only the fringe of the industrial problem in the 
country. In the preceding answers it lias been pointed out that the policy 
that Government had been following was ont-moded and that a permanent 
statutory body with wide powers is necessary- The functions that are expected 
of it have also been listed. 

•Quest ion No. 81 — 

.Ins: 257. It has been stated while answering questions 72 and 73 that the 
Tariff Board should be considerably enlarged and suitable sectional organisa- 
tions as investigation, technical, etc. be attached to the Board to assist it at 
every stage of work. 

Qufslioit S»H. 82 83 — 

.In.s: 258. We do not suggest any modification in the procedure. Wha/ 
we desire is that the Tariff Board should not pursue their enquiries under ri'gid 
conditions but should consider the application for protection by refereiic'^ to 
whether or not such protection help the strengthening and development of the 
national economy. It is desirable that each industry should be reavdred to 
show cause for tlie need for protection it lias applied for. The Ta/iff Board 
would need to develop its own technique for examining and reporting upon 
the industries. And the Board should conduct them on its own initiative or 
as a part of its regular routine. 

■Question Nos. 84, 85 i 86 — 

.las. 259. All the three questions are taken together and^ answered as they 
i-efer to the procedure. 

260. It may be asiserted tluU the procedure at preser ,t followed is dilatoiy. 

261. ‘ITie industry- seeking protection applies to Government in the 

Ministry of Commerce. If a prinia facie case is ni out in the opinion of 
the Ministry the matter will be referred to the TariF, Board for enquiry. After 
a preliminary consideration the Tariff Board issue'^ a questionnaire and invites 
the opinion of those interested in the problem, Tariff Board is to continue 

its empiiiw and make its recommendations wiB^jn the limits imposed by Gov- 
ermnenfs policy. The recommendations of Board may or may not be 

accepted by the Government. In due cou’.-se legislation is proposed on the 
recommendations of the Board with which Government are in agreement. As 
a rule the measures are temporary, in ir^ost cases they have a definite hmit 
after wliich they must come up for rec/jnsideration by the Legislature, if on 
a frt sh enquiry * l)V the Tariff Board continuation of the measures is con- 

-idered necessary. 

202. The dilatory nature of the pj-ocedure was evident in the treatment of 
the cotton and steel influstrics. The procedure followed in England affords 
a ‘'ood contrast. An industry ii> jieed of protection is given the protection 
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Iby the executive authority; a temporal' duty is at once imposed; inyestigation 
:^ollow 5 in the light of which the temporary is put on a permanent basis with 
: necessary changes. 

263. Delay in giving protection is as bad as fienial. The machinery of 
the Tariff Board should therefore ensure speedy investigation, llie iarill 
Board visualised is an expert and impartial body and as a rule its recommen- 
•dations should be acceptable to Government unless there are very strong and 
• compelling reasons as to reject such recommendations. Tlunadore, it is felt 
that it would be more conducive to prGni))t and speedy work if the lariff 
Board is authorised to receive applications directly and initiate enquiries. 
'While discussing the constitution of the Board in answer to Question 78, it 
;has already been suggested that it is desiraldc to set up separate specialised 
.ovganiat'ions under the Tariff Board to assist it in its work. 


264. We would also suggest fixing a time limit by which the Board shouhl 
.complete their enquiries and make their recommendations. 

'Questiov 87 — 

dHiC 265. 'Ses. The Tariff Board is an expert and impartial body; us a 
rule its reoonimendaticus should be acceptable to Government. Where Gov- 
"ernment reject the recommendations of the Board the reasons should be con- 
vincing. In such cases, Government in fairness to the public should publisli 
Tthe reasons for declining protection to anv industry despite the Board’s re- 
. commendations. 

• Qacsfioa No. 88 — 

266. It has already been stated above giving reasons that tlie Board 
should be a statutory body. Tlie duties and fuuotions entrusted to it should 
: be determined by the Legislature. The. general procedure to be followed and 
. the manner of enforcement of the obligation of protected or assisted industries 
need not be laid down by a statute. They may have to be modified from 
'time to time to suit the changing conditions. The Executive may be vested 
•with power to take action for a short ‘ period pending the approval of the 
LLegislature. 

Bharat Chamber of Commerce, Calcutta. 

U am directed by the Committee of the Bhai*at Chamber of Commerce. 
Calcutta, to forward the views of the Chamber on some of the problems referred 
to hi Part I of the Questionnaire issued by the Fiscal Commission as here- 
under. Replies to Part II of the Questionnaire were sent along with our letter 
•dated the 30tli July, 1949. As desired, 15 copies of our replies; lo Part I of 
the Questionnaire are being sent herewith. 


Section A(i) 

Changea in the economic bocligroum} since 1022-23. 

Quest, No. 1,-Tbe chmges that have taken place in the economic 
■sti-uoture of the countiy since 1922 call for an entirely new approach to the 
problems with which tile Commissiou is coiiceined. Not only India has just 
• emerged out of the shell of colonial economy but constitution of Pakistan has 
.completely chanpd the pattern of Indian economy necessitating the re-orienta- 
tion of the fiscal policy. It needs hardly an.y mention that political subjection 
a great handicap m 1922 when the Fiscal Commission reported and 
^independent India has to launch a bold policy of utilising the industrial 
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potentialities of the country by setting up new targets for industrial and agricul- 
tural development. The recent devaluation of sterling in relation to dollar 
has also called for a vigorous policy with a view to stepping up Indian exports. 

Question No. *2. — Partitioi\ has brought about a big change in tlie agricul- 
tural situation of Indu- in respect of pi-oduction, consumption and inteniational 
tmde in agricultural commodities Production of foodgrains has not as yet 
shown any appreciable progress particularly in view of the alarming increase 
in jiopulation. Frcm ail accounts our needs for imported food have been far- 
greater tihan those before the war. Although some progress was rjiade by 
bringing a total area of over ;)6in acres under irrigation (in 1941-42), India 
after the partition is in heavy deficit in regard to foodgrains. There has also- 
been a fall in the acreage of cotton and juto and production of these crops has 
been fiirthor leduced after partitiion. the total production of cotton and jute 
in terms of hale being o.l and 6.8ni in 19H8-89 against 2.1 and l.fim in 1948. 
Similar is th * case with oilseeds (except groundnuts). 

It is rather ditticulf to point out the changes in respect of consumption but 
to all appearances there has been a greater demand for internal consumption 
as is revealed by the different control measures. 

It needs hardly any mention that partition again has been responsible for 
changing the pattern of international trade in agricultural commodities of India. 
She is now an iinjiorter of jute and cotton besides during the last war there 
was ht*nvv pressure on demands for internal consumption of the various agri- 
cultural commodities as a result of which the old pattern of trade was changed 
and there was a decline in the export of raw inatierials and semi-manufactured, 
processed or manufactured articles were being increasingly exported. India,, 
as at present situated, can. however, maintain her export trade in tea and coffee, 
some (piantity of jute (to he imported from Pakistan), tobacco, oilseeds, 
cotton, myraliolam, jiepper and certain forest products. 

Qaestioti .Vo, •’!. — Tlie country has lost some of her traditional markets for 
asricultnral produces hut her manufactured products have noti yet been able 
to captiii'c foreign markets and as sucli tlie balance of payment position has 
deteriorated. The lack of progress in Indian agriculture particularly in the 
food sect''!’ will he responsible for halting the industrial development and the 
Fiscal (.'ommissioij has to consider measures for bringing about a poise between 
agriv-ultniv and industry. 


No. •!.— It is too late in the day to reiterate that India must be 
<elf-sutficijny in food bv mechanising and/or modernising the agricultural in- 
dustry. It is admitted on nil hands that unless foodgrains are made available, 
at a clieapcr late the high cost of Labour and raw materials will make intensi- 
fied industrialisation almost impossible. The various improved methods of 
cultivation and measures tha:. are culled for an increase in the yield and acreage 
■ire well-known hui the Chamber feels that unless a special corps of officers 
responsible for increased production in their respective zones is created mid a 
short term pro^rrarnme launclied with a view to assisting the man behind the 
rdou-h practical results inspite of mechanised cultivation of certain 
not he achieved particularlv in the matter of making the foodgrains nvuilabk 
at a clu-aon- price. Regarding non-food crops, measures are also necessui'v for 

crop planning and scientific storage m rural areas. 

.\, regards mineral resources a definite policy of conser^-ation and proper 
utilisation for consumption and export, purposes is required. 



..th ..h.. couutries. Credit i« ^ 

n.ade despite great 'xh eneoXemeut'thaO has beeu ao 

•national support the^ had at t^eir back. . *> ,, reference be made 

iar civen bv the Government has been step-motherly. It a reit e o 

to mr^uthly Statistics of the Production of the 56 Selected ™ ° 

India published by the Ministry' of Industry and Supply, it ^vllI be ^ 

the barometer of industrial conditions in India does uot give m> au oi 
satisfaction aithougli position has certainly improved since 1J4. Mhui in 
^ 0 ^? reached the nadir of depression. The Clramher ■•vould pent 

out that so fi" India has no basic or key industry wnrtb the name. 

Guc.^b'Ja Wo. 6.— The Committee would point out m tins cuiiiiection that 
increased production is called for even in respect of our esl-ablished mdustnes 
sucli as textiles, steel, paper, and that during the war some oi tliem found 
their supplies of essential raw and processed materials us also stores cut off. 
Nor has India developed metallurgical and other subsidiary and au.xiliais in- 
dustries. 

(a) To put it briefly, defence industries- key industries and consumer goods 
industries, sucli as cotton and woollen textiles, silk and artsilk manufacture, 
woollen manufacture, match manufacture, liicyeles manufacture, .starch manu- 
iiicture, glass industries, aluminium imlustries etc. should have iirionty. 

(b) The Commission is aware that only recently provisional production targets 
for lOfiO have been fixed by the Government of India for 14 industries includ- 
in’' coal, steel, cloth and sugar in conformity witli the recent deei^>ions of the 
Standi'ig Committee of the Central Council of Industries. In most cases the 
Targets lire just below the existing installed capacity but- considerably higiier 
than the production figure for 1948. In regard to coal, how’ever. tlie target 
for next year is 31m tons, compared with tlie ]>resent installed capacity of 30ni 
tons indicatin'^ the ncssibilities of an expansion of the existing facilities for 

(c) Overhead and operative costs are bound to be uneconomic until the 
Goveriimont assist the inanagemeat in rationalisation. 

(d) T1 i 3 Committee would suggest tliati the quality of management requires 
improvement and measures must be taken for siii)plying Indian mr»nag'Mnent 
witli imnroved technical know-how. 

(e) It is generally admitted that industrial development in India lequires 
a huge capital aiul a.s such foreign capital sliould also be invited 'vith due 
safeguards. 


(f) The miuinimn quantity of raw materials to be imported should be ap- 
praised witli the help of an Expert Committee and every effort made for im- 
porting thi SAine from abroad. Abundant supply of raw mat-erials that are 
available in this country can be aiTanged only if some positive measures are 
taken for developing our resources on a scientific line according to a plan. In 
this connection transport facilities should also be stressed part-icularly in the 
raattfer of moving coal. The Government has already launched different river 
projects but it is regretted that some of them have to be kept in abeyance owing 
to the economic crisis The Committee would suggest that ways and means 
should be found to economise in other departments with a view to pursuing these 
projects at full s]jced. 

(g) (t (h) These tw'o problems require urgent measures for technical e<luca- 
tion and re-orientatiou of the present system of school and university education 
As a short tema measure aiTangement should be made for irapartiin-r technical 
knowledge witn tlie help of the industries. The Committee are o\l^ to note 


78 

tiiat the Government of India are already taking steps for bringing technical 
personael from abroad. 

(i) The cliieiency of labour has deteriorated from all accounts. The Com-- 
mittee are constrained to observe that the plethora of labour legislation arid’ 
the working of the Industrial Disputes Act are two of the principal causes of 
this state of affairs. It requires a bold policy to rationalise the industry and 
make the labour feel that they have to earn their wages by putting in a minimum 
amount of work. 

Qneftiioii No. 7(a;. — The small-scale and cottage industries are still playing' 
a '.•ery importanji par^ in the economy of this countrj\ It is well-known that 
the agriculturists in India, by and large, are not engaged in agricultural opera- 
tions throughout the year and fall upon, where they can, some subsidiary oc- 
cupation. Weaving, carpentry, tannery, pottery, doll-making etc. are some 
of the instances bui it is well-known that these small industries are unoi-ganis- 
ed and some of them are dying a slow death due to lack of proper care. 

fb) All these should be integrated according to a plan. It is needless to- 
mention that a number of small-scale indvistTies can thrive depending on large- 
scale industries In this connection, possibilities of decentralisation of industry 

mav also be taken into consideration. 

% 

Question No. 8. — In an agricultural country like India it need not be pointed 
out that botli will play a significant role not only in the economic development 
of our country but also our political progress on a desirable line. 

Section A{ii) 

Question No 9(a). — Poultry, gardening and vegetable culture, fruit culti-- 
vation. basket-making, paddy husking, gur making, cotton ginning etc. etc.. 

(b) Motor repairing, bobin making, hosiery, manufactures of iron funuture, 
soa]), dyeing and bleaching, dairy, tannery, gold and silver thread etc. 

(c) Bangles making, oil pressing hv ghaiiis, toy making, canning, canning 
fruits, tiles and bricks, pottery, fire works, snuff, plates, glasses, carpet 
niakinc, biri nn.king, hand-weaving etc. It may be mentioned here that the 
National Planning Conimittee has given a list of 41 such industries 

It may also be mentioned tliat in mauy areas in India rural jutistio indus- 
tries have acMjuired celebrity. Familiar instances are — lac and toy manufacture 
in Budaun, Meerut. Mirzapur etc. in U.P., at Bolpur in West Bengal, at 
Chennapatna in Mysore, at Pirlakirnedi and other villages in Madras: Carpet 
weavin<’ in Mirzapur and Benares; silk weaving in the villages of Murshidabad, 
Maldah, Madura etc.; metal work in Baidyarajpur in Bihar. Shimtipur, 
Bislinupur. Khagia in West Bengal: artistic day modelling in Mirzapur (U.P.)' 
and Nadia (West Bengal), paper making, manufacture of pith snn-hnt, comb, 
and vegetable dyes in various rural centres. 

Question No. 10. — There are a number of such products some of which may 
be very good -lollar earners, particularly artwares. brass-artwares, ivory carvings, 
cotton and silk embroidery, filagree works of all other kinds. The Committee- 
are a'ware that the Government of India have already taken up the matter in 

their hands. 

Ouestio.i Nn. 11.— If there is a proper plan cottage or small-scale industries 
should not be affected by giving protection to large-scale industries. The- 
problem is one of scientific and comprehensive plan. 




Question JVo. 12.— The main handicaps have been listed under sub-clauses 
(al to (h) of this question. The Committee are glad that the Govemnieut ot 
India have already established a Cottage Industries Board. In this connec- 
tion mentien iriav‘be made of the following main recommendations made at a 

Confevenee convened by the National Planning Committee: . t. i • 

(i) Bstabhshinent of a permanent AH India Cottage Industries board in 

addition to the AH India. Handlooin Board; 

(ii) Estabiishment of a sepiuate Directorate of Cot»tage Tiulustnes imdiT 

the Ministry of Industry and Supply; 

(iii) Subventions by the Central Government to the All India Cottage 

Indusr.tries Board and also to J'he Al! India Handhxnn Board; 


(iv) Separate pi*ovision in the distribution of raw materials in short 

supply and priority assistance for Cottage Industries; 

(v) The special interests of Cottage Industries should he borne in mind 

hy the Tariff Board while framing itis recommendations regaidiiig 
industries referred to it; 


(vH Provincial Governments should establish separate Departments of 
Cottage Industries; 

(vii) Yarn for Rand-loom Industry to be the first charge on tlie spinning- 
milly; 

(viii) Central Government's Trade Commissioned, should pa.y si)ecial 
attention to the marketing of Cott-Jige Industries’ products; 

(ix) Formation of Provincial Cottage Industries Co-operative Banks to 
finance Cottage Industries; 


(x) So frr as basic needs regarding food and clothing especially of rural' 

areas, are concerned, we should attain self-sufficiency primarily 
through the development of Cottage Industries; 

(xi) Railway freight rates to be adjusted to give preference to the pro- 

ducts of Cottage Industries; 

(.xii) r.Npediting the starting of the T.eather Research Institute in Madras 

with a special section for Cottage Industries. Special aftention 

to the interests of Cottage Industries in all "National Research 
Instilutes; 

(xiii) Special missions to Rnrope and Japan in tire interesls of Cottage 
Industries. 


Questlor Ko. ID. — In the recent bilateral trade agreements Some of the 
countries like Czechoslovakia. Egypt and Switzerland have been able to make 
arrangements for exporting some of her cottage industries’ products to India 
but although India has some bargaining power in regard to the export cf jute 
manufactures, tea. and some other commodities, it has not been possible for 
her to make any such arrangements for exporring her cottage mdustries’ pro- 
ducts. It is confidently hoped that such attempt? will he made in the future. 


Section B. 


Policy of discriminating profccfion and its application since 1923. 

Question Nos. 14 and 15. — The recommendation of the Fiscal Commission 
appointed in 1921 I'esulted in retarding the industrial progress of the ci-uutrv. 
tipto the period of the second war of 1939 — 45 the fiscal policy of India was a 
mixture of protective-cum-productive duties. It was designed to support the 
British economic position which had received rude abode during the war ot 
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1911—18. Gcverninent's policy was for u long tinie such that not only tliere 
was no i)rotective or fostering of indigenous industry but e''en t-ne slign , in- 
visible advantage of distance adding c.i.f. charges on British goods coming 
into India was deliberately counter-balanced by what were named ‘•counter, 
vailing excise duties' ’ on the most important of the Indian competitor ot 
British goods, nanielv, cotton textiles, and not until 1926 were these excise 
duties iemo\ed. The Indian sugar, match, cement, iron and steel and other 

MK-h basic industries have been built up only by the aid of 

tariff The Chamber Committee feel that without some kind of protective oi 

rostering fiscal policy, giving tariff protection to indigenous 
state aid industry of a modern type will have no future m India. Insp te 
overwhelming argunients in favour of granting protection it was not given 
heavy chemicals industry, glass industry as also woollen industry on one 

other gi*ounds. 

OM-’sf/.uf dVo. 16 —In the opinion of the Chamber the policy of discriminating 
proUctit L euuncialed by tL Fiscal Commission in 1022 rvdl prove a great 
handicap for industrial progi'ess m this country. 

Qu.:tio„ ,V„. 17.-Among the supplementap. nlims 

the Fiscal Comnussicn, the Chamber agrees with ''‘f . ^ 

India, althougl, they submitted the.r ^3 bee in,: 

uainely, need for re-orientafon of railway ’’j * „f ....Htain 

[:Idu:tri^ Tt''cm.33ee“h".rr olb'er occasions expressed their definite 
oldnio,, rtrnt the rate structure should he completely overhauled. 

Question \’o 18.-The Com.nUtee have uo observations to m.ake except whut 
hasten maL generally in reply to the previons quest.ons. 

0,.e.,o., No. 10 and 20.-Xo T^jl/BS^t^^mquimd 

liberalised particularly in vit-w of (or protection was one which ought 

to examine whether the ‘''^'■^‘’•^.."PP ^^erest but what India requires today 
to he given assistance ,n^ the na lonal .^os appointed in 1945 

is a completelv national tisnal policy . ii-,- i fimrtions is f'’om all secounts 

and re-constituted in 1947 w.th “^a.n add.t onal funrt ns^ .s 

helpful to the Indian iiidustnes. But as the Lommiuee | ^ 

President of the Board when *■ be widened and the Board 

her. 1947 “the scope of the Taiiff Boa d should ^ satis- 

IS SSXSf *,». S p., ..™. - .*»»■■■ 

Section C. 

Review of flu effeeU nj flu faef fanfj polico- 

Qvesfon Nos. 21 fo fiO.-The ^Z'^hr^Fon 

d3ngZl‘3riFin m^t:,p3't Britain’s fiscal, financial or economic poheos. 

Section B. 

Factors in the formulation of a new fiscat rolicn. 
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against HQ in 1943. There was a sharp rise in the imports of raw materials in 
1943-44 whereas on the export side manufactures recorded a considerable 
increase. Jn 1944-45 out of thg total exports of Us. 240-39 crores, raw materials 
of industry accounted for Its. 09-71 crores or about 29 per cent., while manu- 
factured goods accounted for Rs. 110-64 crores or alioiit 46-7 per cent. It may 
be also mentioned that from 1945 a comparatively increased perceiil.ige <4 foruigu 
trade is being directed to non-Empire countries particularly U. S, A., l)ut due 
to heavy imports of food and of capital goods tlierc lias been an alarming a«l- 
vei-se balance of trade. It may be also stated that dui- to the emorgeiice of 
the buyers market some of the Indian commodities have lost their foothold in 
foreign markets. 


Question No, 32. — The liberalisation policy in regard to import trade control 
pm-sued from July, 1948 cannot be justified aud the Committee do not agree 
with tlie views expressed by the Hon’ble Commerce Minister at the first irn-eling 
of the Import Advisoiw tJouneil held on the 26th February, 1040, that iiri]:ort 
restrictions were not the appropriate methods for affording prolection to indus- 
try. The Committee feel that import control should be integrated with the 
tariff policy. Constant changes in the im])ort policy have also done i lot of 
harm not only to the trade but also to the industry. The legislatioii ns well 
as administration of export control al.-^o liainpercd India’s export trade. Briefly 
put, foreign trade has not been planned and changes from tiin.* to time are 
being made in the control nieasiires introduced during tiie war with the result 
that neither the industry has got any stimulus nor the export -Inve any tempo. 

Question Nc. 33. — There has been no appreciable change for the better in 

the matter of realisation of the ideals set before the country by the Fiscal Com- 
mission in 1922. 


Q.irsfion No. 3-1.— In the opinion of the rhamher both fiscal measures and 
non-fiscal measures should be integrated witli a view to protection cn.i dev; l.m- 
ment of InMiMn infUistiie??. ‘ 

Question N,k a.n— It has been aln-ndy sf;.ted above Oim wi-' r -ouie 

kind of protective or fostering fiscal policy indu.strial devolopm.-n iu ludi^ 

cannot make a far | rogress. The export trade is to be direcKl cs -i of 

public policy so os to fimmee om imports and in this behalf an cpj.ropnato' tariff 

pob^ IS essentia Iv lequ.red along with other measures for :r y[J ■, J st nie 
to the trade and industry. *i>.Mst.ince 

Qiirstion No. -36. — It is the d, -finite opinion of the riiatnlier t-' if H 

'■ "i'!' v^w „f „,e n,,,,...,,, 

Hhe,.i oo„.im„ns 

shoulrt l,e 0,^0 prin"; ‘T 7 Z ^ ^ 

an ,ul3q,u.te l.on.e n,7rl<et.hr ^ f - WK-Iy („ 

aliOMkl 1,0 sivoo fc- its oNisloiu-n L\ rtc7eIoi;mert 

Queshini No. 41 .—Protective import duty is one of the .. i . 

protecting industries. Put ihe consumers must not he made to ^ 

Bar nfice fo,- nn indefinite pei-iod ; nor the development of oth^r mennr7^crco7inc 
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\ve;ilih shoull be ueglected. It may be stated that tariff coucessions are being 
granted now for developing tracU between the contracting countries. 

Bounty or subsidy is anothfr method of protection. This method of regula- 
tion through price-mc(dianism ha> been adopted by many progressive countries. 
Subsillies or bounties may be given for the pm*pose of developing industries in 
an under-developed country like India. They are also given for increasing the 
tempo of e.xport. 

The Government of India lias verj- rightly given protection, however inade- 
quate, to the Aluminium Industry. This is better than the price pool which is 
at best a war-time lueasuie 

t^iantitative restrictions on export and import are very appropriate measures 
as a defensive and as a development measure. 

Import duties may not be adequate unless they are combined with quantita- 
tive restrictions » 

No, 42.— The Chamber will make no comments. 

Oucf/ioM No, 43.— The Committee of tlie Cliamber are in favour of djing 
awav witli all export control measures except in respect of raw nutenals wliieh 
are ‘in short supply and essentially required for our industries. 

No. 44.-i:xport of products of e.stablished Industries can be 
stimulated by (i) subsidies, (ii) tax relief and/or (m) freight lelief. In tins 
behalf national shipping plays an important role. 

(j„c.fioi, No 4.^— The production cost of llie fair selling price of the 
.eno s P U cts t generallv compared with the landed cost of the nnpo ted 

tlie uuanrmn of protection. But it is not easy to calcula e 

Uie real co.^ts of productum of imported products 

to e\ -ide the disclosure of this information and land-cost is manipulated b> v . 

k Tt s also very difhcult to estimate the future trend of prices. Ihe 

iviff wl,icl. sl„„fui air., at fiNing the n.'.nimum 

take II long view and take into consideration certain special foctois bicli . b 
cost of capita^ goodt^. leiiliMcmeiit costs etc. 

/. — For protective industries various forms of tariffs such as 

, duties ... in,pose<l. <lut,es prove 

"'v r^n^.r to th. importer, particularlv when prices' tend to rise. But 

conhilh,,,. of n.e h, M to .rve the, 

of hot,. p^h.ee,. co„. 

euniep if specific duty is adjusted to u.eet the pr.ee fluch.at.on, 

Quenthm Xo. 47.— Keplies liavo l.een given in the above paragraph. 

p. t®rIiSh.i^;;^::..‘ v'?h: IS mXs may be 

rendered difficut. 

Questwn No. 49.-A j'ndged^ on its own merit, 

ii-.g Itie not be cancelled will naturally, parti- 

;!:!i:.^:t”lm ^^ent'p.Jitical set up. fall on the indnslry. 

; f 70 -It is felt that the existing classification should be rev, sed 

.P^’^'llp^f^ expert Ccmmlttee. 
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Question No. 51.— The objectives of a long-term fiscal policy fur India must 
necessarily b-a integrated \vilh an appropriate national policy -uiv»»agmg a com- 
plete programme of national progress. In the context of ind*i.><trial cle\eiop- 
ment, it must contain appm^nate tariff measures to utilise the counliv s le* 
sources, safeguard and promote indigenous industries. 

The content of India s foreign trade has undergone a great change during 
and after tlie war and its ])attcrn in relation to export and iinifOrt has been taking 
a different shape. Kxport of manufactured and processed gunit>, lu’etls siiinula- 
tion and new luot-liolds are to be created in foreign markets. Julia also needs 
capital goods and machineries. Above all, the balance of |).i.\iuent. po.sition 
must be improved by all means. 

Question Nos. ')'2 and 53. — The Committee of the Chamber wniild jioini out 
that state trading or coustitution of any state-owned or statc-sp''), 1 ci-mii- 
sation for handling any sector of the country’s foreign trade will not 
improve India’.s foreign trade noi will be able to manage any s«.‘c.tor (j 1 biiidgn 
trade more ef'iciei’tly. The Committee al-o feel that the CioVi'iiinieiU has la ilhcr 
the hackgro.iud of business knowledge and experience nor lia>. yet a set of defi- 
nite economic objectives to guide tlieni and ns suoli they wonhl be taking a 
great risk in launcliing any jirogranime of state hailing to lie guided by the 
complicated and not seiy citar articles of the Havana Cliait- i. The Criin- 
mittee of the Chamber would, however, concede tliat I'uroign trade and as n 
matter of that the internal trade of the country eannot he left one )ni rolled and 
unorganiscil, because in view of the operation of the internal hade c<»nh-<)Is. 
control of the privalr sector ot foreign trade will also be necessary to ensure 
stability of prices, production, employment and income. The Cuimnitlec are 
delimtely of tin op’ihon that for assisting the expo,-t trade there tsiiisi lie a sitife- 
sponsored institution to supnlv exp«.rt credits on the lines of tlie k’Apoif Cri dits 
Departnant created in (Ireat 13ritain alter tlie first world war and llit* Kxport 
Import Bank of U. iS. A., which have proved to he powerful instniments of 
trade drive in those countries. 

In this connection the Committee would point out that exc<‘pl in a totalita- 
rian country state trading can be- thought of only as an emergency measure. 
Ihe Committee are of the opinion that the situation in India is not so de.spi rate 
as to justify an txiieriment of this kind particnlarlv when co-operation of all 
sections of people including tradi and indu.stry is nvgentlv nced-d fm- il,e rcuno- 
mic development of the country. The Committee would fnrfhe.” iioint out that 

of afTairs when both the Government and the indusirv as 
ell as the trade are finding it difficult to jirovide more einployment it would 

I state trading will ousf'uTTood number 

of people from tlieir pivsmt occupation. Besides, the Committee feel that the 
peisonnel that will he engaged for state trading may be utilised more profitablv 
m the work of promotion of the foreign trade of India. The rcnimiii-.n avomM 
also suggest that an authority niav be constituted in Tivlio 1 , 

tions with subordinate bureaus representing different cksses of products 




Non-fiscal measures for the promotion of trade and indnstr.i 

for soiontific and technioli trIining‘"rs'”aho^ revisinR'^th'^' ’’•‘j'"**''' "oed 

Everj. assistance must be giv en to the industi-v for ^ '-ates policy, 

materials. It need not be reiterated that import of esseS"m'aSe'’rielT« 




also to be kept in view. The Chamber also feels that selective export subsidies 
to obtain necessai'y imports are indispensable. As a matter of fact export- trade 
is subsidised even in highly industrialised countries like U. K. and scver^ 
methods of giving financial assistance to the export trade have been adopted 
in some progressive countries. For instance attractive rates of drawoack have 
been allowed to British manufacturers exporting cigars, cigarettes, and other 
manufactired tobacco, whereas similar facilities are not being given in our 
country to the manufacturers who are to compete in Australia, Burma, Malaya, 
and Pakistan with U. K. tobacco manufacturers. Again under section 42 of 
the Sea Customs Act, the duties are refunded to the extent cf 7/8th on such 
goods which are re-exported in the same shape. As such drawback is allowed 
to tlinnini iim ingots, sheets and circles if they are re-exported in the same 
shape but not to aluminium utensils made in India out of these imported sheets 
and circles. If drawback were allowed to aluminium utensils Indio could ex- 
port to Pakistan, Malaya, Singapore. Ceylon, and Aden, and even to Middle 
East Countries utensils worth about one crore and fifty lakhs of rupees. 


It niav be mentioned here that some departments of the Board of Trade 
in U. K. deal more with home affairs. The industries and manufactures depart- 
ment is divided into sections. One deals with the distribution of goods, specially 
those are in limiW supply, which have to be rationed to home consumers. 
Another section of this department is cojicerned with the production of a great 
variety of goods, how to increase their production, and how best to meet foreign 
coiiipi'tition. A third section deals with the industry itself — how it can be 
stren'rihont.'(l, if new scientific discoveries can assist it, or manngenien?: a7jd 
control be improved. W^orking in close touch with these departments is the 
Planning and Priorities Dei nrtment. There is also a Eaw Materials Depart- 
ment which is responsible for most of the raw materials other than metals used 
bv manufacturers. The Committee are aware that the Government of India 
have already undertaken to give financial assistance to certain industries throup 
the industrial Finance Corporation and are considering to extend its scope, ine 
Conimitt -e are of the definite opinion that a planned programme should be 
launched with a view to assisting and guiding the trade and industry. 


Section F 

Fiscal Policy in reUiUon to Commonwealth preference 

QuCsfio^i^Nos. aS to 0,1.— In the present political and economic set up India 
ought to exercise the freedom of having a preferential tariff if thereby the trade 
i. henefited. As a matter of fact India is entering into so many ^ilaterM tiade 

a^r^einents with non-rominonwealth countries. The , +rf*i tv 

that India has been able to show her bargaining strength by 
either with the V. K. or other countries. At present India has ^ 

stress on increased exports to dollar countries and decreased imports fiorn hard 
:‘,:,;oncies nnd co-opeLicn .ijh ste.lin, orea and - suclr . pol'cy .n 

relation to commonwealth prtfeiences will have to be adjus erl. 


Section G 


Treatment and obliyafions of protected and assisted industries 

tbp standard The Committee are of the definite opinion that a , 

has vet to be made in the matter of management, like 

tohnh al known.how. The Committee, however, feel that deheaie ma..er, nif 
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price structure and wages should be carefully dealt with in cojisultatioii with 
the industiw. Tlie Committee are also of the opinion that tlio Tarilf T^oard 
should review the progress of the protected industries from time to tiiue. 


Section H 


IS also leit necessary tJiat the Hoard should be free as fa 

routiue control of the Ministry of Commerce and as has heeii already i)ointed 
out the Board should nia!<e pitliminary examination of the applications' nnd then 
proceed with their enquiry. The Committee are al.so of the ojanion that the 
Board sliould be placed on a statutory basis and its functions sliouM be pres- 
cribed in the light of the industrial policy adopted hy the counirv, 

Qne^ion \o 89.— The preanibulary propositions ns set forth in the -.bifc- 
tive article 1 of the Havana Charter are wholly unexceptionable, judged on a 

st ation, the verv formulation of these propositions would seem to appear as un- 
realistic.. During the last year, inulti-lateralhsm in the sphere of i tcnintlinl 
oommeree was particularly made a chief piank of U.S.A.'s world policv hi The 

tireh"“' ’TT i economic depression of the lliirk'e.s did' not ..n- 

millLs 1 ^ -yo'ost ■> "orking population then estimated .at 60 

milhons. American opinion to the extent it was not influenced by political 

witv of ' f*'"’ oPPO'-fonit.'- to break do«m the colonial siiperi- 
oiity of 1^. K. m the market. The International Monetaiw Fund the tenns 
of Ang.o-r .S. A" proposals for International Organisation are cognate aspects 
of h same sWegy planned by H.S.A. for her post-war policy "ofcomnerciM 
and MKmc.al mulri-la ernhsm. The multi-convertibility of world cuiTeriel 

Mon broken down; and it is not the Tnterivitional 

Monttar^ Fmid but vested economic interests of the sterling block tliat liavo 

FTsvun ^ at any stage preferred to consider, far less allow In 

13 m,riT”n ChankrTn 7 th“TT '"i '‘"mbered 

cotTGsponding t provision embodies in article 18 concerned, the 

ChaJCtbaT^l ^ "o 

to ensure automatic approval bv the^ n ^ - +• IB designed 

‘Vx.r'T 



of a 
find 
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indii.n Ka.von riuln^trv. tlio riovornnient of Tnclin on a date subsequent to the 
entry to ihe Organisation decides to place a quantitative restriction on the 
import of lapancse ravon yarn and poods and on Italian ravon varn. it mav be 

K\- ♦ / \ • J* 1 « .4 4 ** 


hcnrinp by what in effect would be an International Tariff Board, as understood 
in this country. 

OurKfici, \o. 0], — Tljp reply has been larpe' - anticipated' under answer to 

preyoiis question. It is in roinmittee’s view (sitirely powerless to formulate 

India s minimum requirements at this stage, when the Charter pi’Ovisions are no 

longer in a fluitl state. Further, the formulation of such requirements will de* 

pend on what liscai Policy the Oovcrnment of In 'ia actually adopts in the light 
of its :.l.. - f -- :-i - i-i . it . T . 


I what 1‘iscai Policy the (lOvcrnment of In 'ia actually adopts in the light 
iwn ideas of social pattern, the expert advice and the public opinion 

4. T 4 . *1.-. - * . ! - #1 X - 1 ^ .1 4 « 


• I • 'XII ifiii'.ii .iiiMiik iivx' xikio'ixxxw 

the riiarter's oliligations is tiie fluid state of India's price production relation in 
whet is essentia'ly an extremely d'fficnlt transitional phase of economy. 

Qiii'!ifion .Vo. 02. — .Although paragraph Ifc) of article 12 is open to some cri- 
tii-Niji the Cornmittee of the (’haniher do not wish to shift the scale more against 
the in\<-stment of Foreign Capital in this country. In the opinion of the Chamber 
there is an acute shortage of investment Capital in India at the inoment relative- 
ly to lier development programme and the Charter provisions are not such as 
may l>e ri-garde<l as prejudicial to her interest. 

O.nnfinv K«. On the three-fold planks of an International Commercial 

Potiev lai.l riown in Chapter IV of the Chniter, viz., ino.st-fnvoured-nation, 
tariff treatment eschewing of import restriction and grant of export subsidy with- 
in tlh- margin of non-dnmping. little comments need he offered. For. each 
pr)licv proposition has been whittled down by too many reservations, made with 
the express pui-pose of regularising deviations in the current international prac- 
tice. Vrt. the Committee of the Chamber even after taking full account of t.he 
provision of .Article 23 (“Exception to the Rule of non-discrimination’’) would 
point out that ch-iise 5(d) of the Article 21 may lead to serious complication in 
the actual operation of quantitative restriction applied by a member country. 
Indeed, the balance-of-payment position of most countries including India 
is at the moment so out of equilibrium that it will be risky for India to agree to 
face a challenge within the organisation of any drastic measure which she may 
have to he fol'ced into taking to safeguard her international and her foreign 
credit and to implement at the same time her domestic social policy, this not- 
withstanding provision of clause 4(b) (i) of Article 21. The enunciation of com- 
mercial policy in Chapter TA' is commendable m so far as it lays down an objec- 
tive and is fiilJy realistic in so far ns deviations are allowed for in current prac- 
tice But inuiti-lateralisin will continue to operate as an incipient weakening 
factor in the exercise of national policies during the post-war period of a lengthen- 

iuc transition. 

Ouestmn No 94.— The reply has already been partly anticipated under 
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ill production, it is unlikely that production will or whul is mon- iniportMul 
to recognise, can overtake the price-rise. For llu‘ refUi<-<(l huyin^' 
capacity of tlie coniniunitv in the coiiMinijjfion st'cfion of iti<his1 ties will 
for a time the most resistent force against an elYectivo produclion <hi\c in ihi-, 
sector. In the lieavier sector of indiisJiics. high prodiicdon ct)^t will a<l\ l■r.'•^•l> 
affect competition with imported go^als in tin? lioine inai-kct itself, ihiriiig •In- 
period a new price-pi-odnctioji equilihriuin will he in process. An 0 ‘.ei-all pn)- 
tective policy to counteract these price-inllatcil conditions is .mi hinlcnl-le ; ainl 
the only way out of India’s current economic crisis is the expansion and mhahi- 
litation of e.':[)ort markets, holh for lior industrial prniincfs anri raw jii-ndncc. 
An extensive system of export subsidy is, theivfore, winit the ('oininittrc <it' the 
Chamber envisage as a sound national policy for oui (1«*vi‘ijuii'-m1 1 .. ndupt. 
Accordingly, thev ju*c anxiou.s that the policy pilch is not queered h_\ -my piioi- 
inteni.-itional obligations like tl>e Charter renderiug liio grant of export .subsidies 
limited in scope or fettered in am respccr. 'I'liis objection against the adheifiici' 
to Charter is of course applicable to its short range elfeets. It is ditlieult P) 
visualise what the pattern of international trade will be in th'- long raiige and a.s 

k c 

siKth. to estimate the effects of tlie Cliarter on its long range appliration to this 
country. The near future of ln<lia's eeonontv > >o critical an<l s.i tl, eisivo .i-: to 
her tuturc', that it is hardly [>ractical politii-s to foresee tin- ette«’ts ot jIu- Cltaricr 
across its short range application. 

Qiiefifion No. 9n. — The answer has been .anTicdpafcd under ilie ju't pr.-eodinc 
reply. To bring home the Committee’s point of view \u terms of <-one?et<' illus- 
trations, it may be pointed out that even the Hist tuo of India's Iea.ii!ig I’oirigu- 
exchance-pjirners. pne good^ and tea. may not have an assured fiitni-e in (he 
world market, if the export prices wen* not lowered, pnrlicniarlv in view o| gene- 
ral price recession staled to he oi-erative in dollar areas and the louerin- of 
prices of many primary commodities of the sterling area. It may be stressed 
here that one of the factors operating against lower cost of prodnetinn in fn.lia 
is her own domestic social and economic policy and multi-i.ateraiism in inter- 
national trade, even on the basis of greatest common moasiir.* of aL'veeiitent 
Rhnll not admit of adherence by India without :i great strain on her (diosen domes, 
tic social and economic policy. On the question of quantitative import restric- 
tion. the reactions of India (lovernnienfs recent action in caneellino (!,(’ (XJTi 
XI and bringing into force a new OOL XV on British opink.n would api-ear („ he 
significant. Complaints liave also hten heard of fn.lia ’s hivourim- prefer^ nti-dlv 
export In dollar areas. Political alignment has not all.)wed suppressed fudin-s 
to be vented with any vehemenee. But for India having <-iitered the oi-anisw 
tion. It wUl be clearly indiscreet to reply on this political alignment lo'vindi- 
cate or support her future restrictive action in an international commeivial fonim. 

Question No. 90.— The. chief merit of the Havana Charter is (li;i( it is a 
unique experiment and marks the begiuning of mult -laleralism ■>. the -pIk-ul' 
ot international commerce— an objective whicli every peace-loving democratic 
country such as India must liave near her heart and mu>t strive to 
promotp and work for. On the dther hand, it is futile to ntt m.pt 
to streamline the body of a ram-shackled ear. Afulti-lateralism even on 
a restricted regional scale has been found hard to work, as in the e-.se 
of Marshall Aid and related O.E.E.C. Scliomes. The gi-eatost hinder-lnee 
to commercial multi-lateralism today is the relativelv insular m-owth of 

blocks of sterling and dollar currencies. A disequilibrium in the purchasinr 
power of dollar and sterling is the first siue qua non of restoration of world 

unde?^’^^^ 1“ ” existed before tlie world War I 

under a system of gold standard. If the historical process cannot now be revised 

o\nng to factual pressure on the domestic social plane it serves little nsefn] 
i.ts deviation m the practical plane. Bi-lateralism is the obvious direction in 


rr 

n 





M hich national cominercial policies are moving in an increasing measure. It 
IS not without significance Britain concluded its recent agreement with 

M ^ settlement under Marshall Aid and 

O h.E.C. Schemes. Multi-lateralism may have a chance only on regional basis 
but not on a world basis, as the Havana (’barter provides. In the Committee’s 
A lew, therefore, it should be rejected by India. The balance of arguments is 
pronouncedly for such a decision. 

Question No. 97. — The broad lines of commercial policy which the Com- 
mittee would advocate for adoption by India are the following: — 

(i) Conclusion of a series of bi-lateral agreements with the coentries of 

dollar block, so as to ensure a steady market of Indian raw pro- 
duce in their rc.spective ' markets. This should he in the nature 
of commodity agreements pii a reciprocal guarantee of most 
fa\oured nation treatment. 

(ii) A series of agreements with the food supplying centres of the sterling 

block, particularly in the event the International Wheat Agree- 
ment concluded early in the current year becomes non-operative. 
There should also b*- for commodity exchange based on a ri'ciproi'al 
guarantee of most favoured nation treatment. 

(iiil An Indo-British trade agreement in replacement of 1039 agreement, 
based on reciprocal most favoured nation treatment and elimina- 
tion of mutual preferences, for a commodity exchange. 

(iv) A series of bi-lateral agi-eements, with Asiatic countries, based on 
mutual preferences, particularly to ensure a steady market for 
Indian manufactures in these markets. 


(v) Lastly, the establishment of a custom union with "Pakistan based on 
a sharing of the Custom Revenue of both countries in an agreed 
proportion, the scale of tariff being uniform, except in so far as 
preferences are allowed by each countries under their respective 
bi-lateral contraciual obligation. 


The Committj- arc aware that a series of bi-lateral agreements have recently 
been entered into by India. But in most cases, the agreements are not calcu- 
lated to yield much advantage to India and in the case of agreement with 
Bgypt it reflects the current unfortunate economic relation between ludia and 
Pakistan The Committee are equally aware that the question of a new com- 
mercial equation with Pakistan is hedged in and is complicated by many ptditica 
considerations. But it is the considered view of the Chamber tnat commercial 
interests of India should not be allowed to suffer because of outstanding or 
incipient political differences between the two countries. The policy pursued 
should generally be a diversion of India’s trade relation from Europe to Western 
Hemisphere and from .7a])an to other Asiatic countries, as it v/as before the 

last global war. 

Question No. 98.— No reply does arise in view of the answer to question 

No. 96. 


Question Nos. 99 to 104.— Since the protocol on the general agreement on 
tariffs and trade with sevenieen bi-lateral treaties embodied therein was pro- 
visionally culopted and subsequently ratified, fifteen more tariff agi-eements are 
reported to have been completed in Annency, France, in the month of June. 
74 further agreements are said to be under way and 87 under consideration. 
The Committee have ncA yet had the opportunity of examining these new tariff 
a^^reements. But they do not feel much impressed by these agreemeuts. ex- 
cept bv the fact that they are resulting in a wide extension of most favoured 
treatment to all contracting parties to the agreement at the hands of the indm ■ 
dual parties negotiating bi-lateral agreements thereunder. 


* 

So far as India is concerned, the Committee do not think that iliere is any 
noticeable effect of her adherence to general agreenieiits and tariff concessions, 
brought into force from July 0 last year. The cletenniiiing leuture of India s 
foreign trade situation roday is the high production cost of Indian eNports and 
the low buying capacity of the consumer.s in relation to her jinjxjrts. As it is, 
therefore, the Havmui kirift* concessions are an inconsequential factor in tho 
situation. Nor are the Committee aware of any contracting party in bi-lateral 
tariff agreement with India not playing the game and thus i.'.juring India s 
export trade. 

In view of the policy recemmended under reply to questio'i No. b7. the 
Committee do not favoui at this stage any extension of India's adherence to 
Havana agreement after December 31, 19o0. According to Conimitt.'e's ^icw, 
the stage should he left ctanpletely free of any multi-lateral ciuiunil ment to 
enable India to pursue her j»olicy of constructive bi-lateralism as rec-onimended 
above. 

Bengal National Chamber of Commerce. Calcutta. 

Question No. 1, — Do you ro».</</rr (hat fh.- economic bachyroimJ in Die 
country has so altered ftince the Indian Fiscal ('uin minion ri'iinrfed in 1922 that 
it ne.ceSsilateft a fundamental chanije in (he approach to (he prohlems ivith 
which the preseni (lommisison is concerned ? 

.■Ijw. — T he present economic condition of the country is fund:'.. nontally 
different from that in the early twenties. Though India is still primarily an 
agricultural country. Inning i(‘gard to the number of people still d«*pendent 
on agriculture, .she has made remarkable industrial progress during the last 
three decades. At the time tlie Indian Fiscal Commission was first appointed, 
India was much less industrialised than at present and the lialance wa.: much 
more heavily in favour of agricultural economy. India could not have served 
as one of the most important centres of war production in South Fast Asia, 
had it not been for the stinndus given to the growth and progress of industries 
as a result of the implementation of the recommendations of the 1922 Commis- 
sion. It was not merely the existence of a number of well-established indi stries 
that helped in war efforts; the availability of a large labour force, both skilled 
and unskilled w;is also a vtrv great important factor in this respect. The port 
placed by India in snpj)lying war materials and maintaining civilian supplies, 
however unsatisfactorily w.as clearly unthinkable at the time ihe Old Fiscal 
Commission began its enquiry. / 

At the same time, the Wai* also exposed the weakness of the ijidustrial 
structure of the country. While a number of industries that had been given 
protection and some other allied industries have made remarkable progress since 
Fiscal Commission had reported, India still depends to a large extent on foreign 
wuntries for the supply not only of a large variety of finished goods but many 
basic raw materials and stores no less of machineries, and the damjer of such 
dependence was most vividly brought to relief during the war vears, on account 
of the stoppage of imports of these materials due to the conditions created by 
thenar. The fact that fudia did play a vital part in the successful prosecution 
of the War was made possible only by pavtiaUy starving the civilian population 
^ their essential requirements. Some of the difficulties caused bv the shortage 
% are even now being experienced, four years after the cessation 

AT,] tL world scarcities in respect of some of the raw materials 

O? pltte an^ "“-ber 

has to take note of this aspect of the problems and 
inA grant of fiscal protection to this latter groun of 

to I-diVs industrial economy. ® ^ 

,P. A- . T i*”®® ® “onomie conditions has been effected bv the 
'Partition of India and tho inclusion within Pakisten of a substantM proportion 
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of jute aiul eottoii ^TOwing areas as well as of markets for some of the finished 
goods of Indian industries. 

A third cdiange that lias occuiied is in respect of the trend in India’s foreign 

trade and her continuing advei-se balance of trade caused mostly by the bearr 
imports of foodgrains. ^ 

All these factors would stress the need for shaping India's industrial-and 
.'•ca -po ic\ in such a way as would make her as much independent as practi- 
cable of foreign sources of supply in respect of machineries, basic raw materials 
an«l tmished goods. This is noi to suggest the complete stoppage of all imports. 
India wo'drl liave. even after a far greater degree of industrialisation, to impoiii 
and expoit botli ia\y materials and finished goods, but it is as well to take into 
account the possibility of a third World War cutting off foreign supplies both 

of war materials an 1 civilian requirements as well as the traditional markets 
for Indian exports. 

QuesiioH \o. 1. Will you list the principal changes in our agricultural 
sitiiat oil in respect of (a) production, (b) consumption and (c) iuteniatioiial 
traile in agricultural commodities? 

.1ji'<. — li^roadly speaking, the production and consumption of cash crops like 
sugarcane, raw cotton etc. have received a very great stimulus ns a result of 
the growth and development of the Sugar and Cotton Textile Industries. There 
has also been a considerable incentive for the improvement in the quality of 
sugarcane and for the cultivation of long-staple cotton. As a matter of fact, 
the growtli and development of all such industries, as depend on agricultural 
raw materials, li ive given encouragement to the production and consumption 
of the latter. 


The change in regard to the exports of oil seeds, particularly groundnut 
seeds, deserves spee'nl mention in this connection. During the last 6/7 years 
the Vanaspati industry in India has undergone a remarkable expansion. There 
ore about H5 factories now in the Indian Dom'nion with an estimated capital 
investment of more than Ks. 20 crores. With a production capacity of aliout 
lakh tons per annum, the Vanaspati factories are expected to consume a 
very siih-tantial propfirtion of the total output of groundnut crop in India which 
in the past used to he largely exported abroad. Pan passu the internal con- 
sunifition r-f sesame seeds also is likely to increase substantially on account 
of the eonijudsorv mixture of a certain proportion of sesame oil with groundnut 
oil for the manuhicture of Vanaspati. The development of the Paint Industry 
has likewise led to a larger utilisation of linseed within the country. 

As regards foodgrains. it would appear from tlie following figures that, far 
from there being any increase in supply, tliere has actually been a dimunition. 


Average [)rofhiotion for the leii vetir period ending 
1930-31 (for tin<livide<l Tiulio) 


00 million tons. 

Average produrtion for the ten year period ending 
1910-41 (for undivided India) 


57 million tons. 

.Average prodiu-tion for tlie five year period ending 
1948-49 (for the Indian Union) 


48 mill'on tons. 

Compar d to this the population figures are ns follows : — 



1931 (Undivided India) ..... 

• 

34 crores. 

1941 (Undivided India) . . . • • 


39 crores . 

1949 (estimates of the Census Commission for 
Indian Union) ..•••• 


34 crores. 
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The total imports of foodgrains has, horvover remained more or less con- 
stant in the pre-war period and at present, viz.. 1:5 million tons, 

■ It will he noted that while there has b eii a reduction in the po|.nlalion mi 
aceoui t of PartiVon, this has been more than offset by a 

duetion of foodpraiiis and, if any thing, there has been a net fall m tb. . npi 
of food available. 

The conclusjon seems to be irivsistdile that the eoiisinuption per head has 
decreased from'the p/e-wnr figures. 

In respect of international trade, the pre-doniiiiaiit position orenpied l.y 
primary articles on the export side has been ehanged correspondingly "'lb ii 
similar position of manufactured goods on the import side. ^\ dh tlie gi.ulu.il 
industrialisation of the country, we are exporting lesser percentage of pnnmr.v 
articles than before and are taking an increasing share of the worUI s exi.ort 
trade in manufactured goods. The decrease in the volume of exports of primary 
articles is explained by the fact that India now eonsun.es Img r proport on of 
her primary products than before, a development whu-h is to be welcomeil. 1 lie 
fact that since Partition. India has become a net importer of raw jute and raw 
cotton instead of being a net exporter should not vitiate the main argument 

regarding India’s industrial development. 

QucHfiou No. 3,— To what extent, if any. have these changes affected or 
are likely to affect in future, the pace and direction of our industiaal progress? 


^„s_The question, posed here, has relevance mainly to the changes 
brought about by Partition, though the vast increase in the jiopulation as com- 
pared to the available resources of food is of equal pertinance. The shortage 
of foodgrains as also the dependence of India s Cotton Textile and Jute ATill 
Industries on imports of raw materials from foreign countries, including 
Pakistan, would, unless sought to be rectified, act as a drag on India’s indus- 
trial progress. The huge imports of these articles both to relieve food shortage 
and to supply basic materials to two of India’s principal industries would con- 
sume — and are consuming — a large slice of her foreign exchange resources. 
There is also no certainty of securing all these materials on terni'? that 
would be suitable to India. If. on the other hand, we could have been 
self-sufficient, either in whole or in part, in respect of these articles, we could 
have utilised our. foreign exchange resources for importing capital goods and 
basic raw materials. 


The Government of India have already declared their intention of stopping 
all imports of foodgi*ains after 1951. It appears that they are determined to 
adhere to this policy. This would, undoubtedly, release a large volume of 
exchange for other use. Presumably this objective is to be attained bv in- 
creasing t)he acreage under foodgrains and possibly by increasing tlie xieid. 
The question that has to be examined, in this connection, is whether it is 
possible to increase the acreage under both foodgrains and commercial crops 
like jute and cotton. For, unless it is possible to gi*ow sufficient quantity of 
the last two crops, India w'ould have to spend valuable exchange for their acquisi- 
tton, apart frorn any physical obstacles that may be offered by Pakistan to their 
import into India. It is for this reason necessary to carefully consider whether, 
m the event of the difficulty in extending the cultivation of foodgrains simul- 
taneously with that of other cash crops, preference sliould be given to the 
one or the other. 

QuMfton. No. 4. — ^What are the basic improvements in our agriculture and 

ui^ently necessary as a support for any policy 
of mtensilied industrialisation? ^ y 




Ans , — Any policy of intensified industrialisation would depend very largely 
on a number of basic improvements in our agriculture and mining for several 
reasons. In the first place, despite all progi-es.s made in the matter of ind\is* 
trialisation, India is still prinjarily an agricultural countiT, and any surplus 
population that may be released from agricultural operations will provide the 
man power that will be necessary to run tlie industries. In the second place, 
as an agricultural country, India produces a large number of primary articles 
wliich serve — and can serve — in an increasing degree, as the raw materials of 
her industries. To the extent the variety, quantity and the quality of her 
agricultural products improve, the scope for imlustrialisation would increase 
correspondingly. In tiie thinl place, any improvement in the economic con- 
dition of file agriculturists would necessarily lead to an expansion of the home 
market for the products of the indigenous — and. also, foreign — industries. In 
the fourth place, as regards mining, the mineral resources of India, if properly 
tapped, would supply valuable raw materials for utilisation by industries, apart 
from the industrial operations involved in the working of the mines themselves. 

A{]riculture . — 

Thf first objective of our agricultural policy should be to increase the total 
volume of agricultural production. For this, it is necessary to (a) extend the 
area of cultivation and (b) increase the per acre yield of the crops. Any ex- 
tension of the area would necessarily mean reclamation of the non-cultivable 
land aiul making them fit for cultivation by the provision of water and other 
measures. As regards increase in the yield, the possibility of extensive cul- 
tivation by means of tractors and of intensive operation by tlie introduction of 
better types of seeds, manures etc., should be examined. The question as to 
how far irrigatioiial facilities mav be extended also deserves careful considera- 
tion. The multi-purpose irrigational schemes like the P.V.A. will indeed provide 
a great stimulus to agricultural production, but they will naturally take some 
time for fruition. It is, therefore, necessaiy to provide some short time irri- 
gational facilities by means of wells etc. 

Whatever might be our immediate policy in respect of the acreage to be 
allotted to the different crops having, regard to the existing deficiencies, our 
long term j)oli(y itiust aim at a substantia! improvement in the yield of food- 
grains per acre, in order not only to make us independent of foreign countries 
for tlie supply of an article of primary necessity but to release a larger area 
for the cultivation of the conjmercial crops on which the development of 
industries, dependent on agriculture, would depend. It is necessary to stress 
here tliat about 90 per cent, of our total acreage is under cultivation of food 
crops, and that unless this area is brought down to a lower figure, there is not 
much scope for increase in the area under cash crops. At the same time, m 
view of the importance of adequate food supply, the release of acreage under 
food crops may be possible, in the long run, only by increasing their yield. 

The second objective is to improve the quality of our agricultural products 
particularly of the cash croi)s like raw jute, raw cotton, sugar cane, oil seeds 
etc. ITie development of industries would not be possible unless the primary 
products which they use are of the suitable quality. 

The third objective would be to formulate a suitable crop plan. We should 
try as far as possible to be independent of foreign countries in respect of our 
main agricultural products whether foodgrains or cash crops. This question 
has both a long term and short term aspect and, if it is not possible immediately 
to grow all the crops to the extent required both for our maintenance and for 
our industries, it would be necessary to determine the particular crops m 
respect of which we must be self-sufficient and those in regard to which we may 
have to depend on foreign countries, 
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The fourth objective of oui- agricultural poUcy, which is a corroilai^ to the 
first is to improve the economic condition of the cultivators and to fieo a 
larger proportion of the population of their dependence on land. A prosperous 
pelkntrv is tiie main prop on which the industrial structure of the couiitiy 
Ls to 'be built up. As for the dependence on land, the migratory character 
of colliery labour has ever been a veiy great handicap to the development ot 
the industry, and while industrial employment must be made sutliciently at- 
tractive, agricultural operations should not depend on those worhers who are 
engaged in the perennial industries. 

Minerals — 

India is without question rich in minerals, but all her resources l.ave 
yet been prospected far less tapped. Generally the easily accessible part 
deposits are only worked and the mines are abandoned when ditVa-ulties arc 
countered. Several important minerals have been and are even nou wiaked 
mainly for exports. Often, mineral brokers in London and New \ Jik are anie 
to make more ju'ofits than the primarj- producers in India, bec.'.nse of the ex- 
ports ot minerals in raw stage, as a result mostly of the lack of lu-ilifics for pro- 
cessing within the countiw. If minerals such as Manganese, Magnesium and 
Mica are processed into manufactured or semi-manufactured artlele 'o< fne ex- 
port, the country would greatly benefit hy flie feohnical c'Sperionce it gains, tlie 
large labour force it employs an.l the larger profits it makes in the manufacture. 

Minerals are unequally distributed in the country and have often to he 
moved long distance to leach thr consumers. Mention may be nia te. ny way 
of illustration, of the case of sand rcfpiired for glass manufacture. \\'e have yet 
veiy imperfect information about the deposits of sand of the requisite duality. 
It is not enough to know that good quality sand is availal>Ie at a p.irtirular an a 
for if it is found in small pockets it is iiardly of any advantage to larne iudustriai 
consumption. The glass indnsftw in India is already fairlv well d.weiupeJ and 
the required informatAu abom it,- principal raw material is ahsolulciv nec.'^sarv 
for its consolidation and furtlier improvement in future. It is, li/Av-ver. satis- 
factoi7 to note that, as a rosnlt of the recommendations made hv the i^cfrac- 
tones Committee, the Goven.n.oni of India have recently decided to carry on 
mteusive reparches into san.i and other minerals required hv the Glass' -id 

/is iiilnnd wnltraavs have not hnen wll rlevnloi>e.J in t|,is onuntvv 'infl the 
cost of transrort. by .•n.lwnys is hh,h. it is neec./sorv to re-cvn.nhie <-’rofnl v 
tho fieisllts on internnl tinnsports nnd ,s)so to develop wntenvnys 

U is also necessnvy to mention Unit intumndion rev.-udin.- minerd nv dtl, 

;.S:. vs s; s :,-l: 

thronphont 1l„. length and hmadll, of the conniry i.sUneent Iv called' lor "" 


werH and all imports of eivilim been cut off from the rest of the 
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-supj'lv by the need for the prosecution of the War was possible only because 
0 lai'oe nuniljer of industries had been able to take advantage of the fiscal 
policy of the (lovenmieut in the years preceding the war. The phenomenal 
pI•ogre^s made in particular, by tlie Cotton Textile, Steel, Sugar. Paper and 
^latch Industries and those subsidiiiry to them, as also the simultaneous 
develo[)nKnt of otlier allied branches of economic activity were possible only 
because of the protection granted by the Government to these industries. 


-Ct the sjime time, as already mentioned, there were certain lacunae in the 
stiajctiive of in(lustri:di‘?atiou. The development of industries has till now been 
possible in respect only of those v.lnch could satisfy the Government of India 
in re>pt cd of the ditfienlt conditions laid down by the Fiscal Commission in the 


scla-me ot ni'^criminating Protection. (It mav b.' mentioned, in this connec* 
tion, that the Government have not accepted all the recommendations made by 
the Tariff Board for ]>rotection. In some cases, the recommendations have been 
reji'cted, in some other cases these have been largely varied. It is, however, 
oiiiv fair to state that most of the recommendations made bv the different 

• c 

Boards have been accepted in their entirety by the Government.) 

Most of the semi-finished raw materials, machine tools, machine parts and 
inai li'neric.s, containers, mill stores, etc., have even now to be imported from 
foreign countries, and the difficulty in procuring them during the war was 
respon'il)'e for the inability of the Indian industries, both protected and other- 
wise, to take advantage of the temporary protection granted by the war 
conditions. 


rivit given suitable assistance aud encouragement, India can manufacture 
a large variety of goods, botli basic and secondary, was proved beyond donlit by 
tlie (|iiaii1itv*and the (luality of manv articles of strategic importance manu- 
factured bv lier during the Var. Unfortnn.ately-, all these war factories have 
been li<|uidated and. apart fwm the technical skill acqiiired by a large number 
of workmen, the opportunities created by tlie War may be said to have been 
largely wasted, except to the extent noted below. ‘ 


In addition to the industries of ptirely war significance, a number of indus- 
tries manufacturing bas e raw materials had also been started during the war, 
.•ind the developmcul of some of them has been greatly facilitated by the assur- 
anc'-. subsequently i»nplemented of tlie grant of protection on J^he return of 
normal conditions. The appointment of the Tariff Board in 194.0, after a gap 
of live years with mote liberal terms of reference than recommended by the 
first Fiscal (V.rnniission and the acceptance of its recommendations /he 
Goverumont «.f Tnd a in almost all cases has made it possible for many of them 
to coniinne operation even after the cessation of the War As in the case of 
the pre-war 'I’ariff Board, some of the recommendation.s of tlie interim Board 

also have not been accepted. 

in.tfition No 0.— To what extent do you think our industrial developmen 
still fails short of our essential requirenients:> Would you list our mnm 
dofieieiicus under the following heads: 

fa) Lines of manufacture which you consider essential; 


(b) Volume of production’; 

(o) Gverhead and operative costs, 

U\) Quality of • management; 

(e) Supply of capital; 

(f) Availability of raw material, fuel and power; 

(g) Availability of high grade technical ability; 

fh) Supply of skilled and unskilled labour, 

fi) Efficiency of labour 


95 


(a) \s will be clear from the answers to the previous ciuestmns intlus- 

ivi-A development in India has till now been of a liaph-./:.r.l character, l^xeept 

in respect of Steel, no basic industry of major imixjrl nicv is still m cM.-lciice, 
a small beginning having been only recently made in regard to heavy cla inicalft 
and machine maiuifacturing. Oiif <>f ti«e handi(aps from wliieh the existing 
industries suffered during the War was their niabihly to reph'ce ol.i and 
obsolescent machineries and machine laiits. ^ Even the Indian Hail\va.\s c<»uld 
not replace oveiage locomotives, wagons and coaches by import Irmn 'hiioad. 

The steps tiiken by the (iov»*riiment of India to mauuhulure these williin the 

country are, therefore, in the right d rection. For simibir reasons, w,. should 
have a number of machine manufacturing inlustries in order to cater to the 
requirements of the secondarv industries. Much in the same line, tlu- number 
of heavy chemical nidnstries should be increased. The other lines of manu- 
facture which should be encouraged are maclnnc tools, eleeliical industries, 

tiutomobiles, ship building, etc. 

(b) There is a considerable scope for increase in the volume •>! prodnetion 
of almost all the industries. Leaving asidi/ llie pn-s- ni ahn .rmal eonditioiis of 
alJ rouii 1 low level of production. Imlia was not si-ll->iilhe enl on tli,- eNC 
of (he war in an\ one <<1 lier urotected industries, e.xeepl Sugai and Matches. 
Tn the iion-pi'oltcted group i»t industres. eenant was the fuiiy oulsiaiiding 
example. Jndia has a vast aiul ge.iwuiu p*pul:i!!on ual. it the staiKlard of 
living is increased, the etfective demand for both ind geiious and iinporti'd 
goods would increase coiisulerahly providing an 4 ?xtensivi‘ market ha' tliese 
coeds. 


(c) The operative cost of many of tlie industries in India has recently mark- 
ed a veryUarge iiu-iease. 'riii.s has lieen ihie mainly to two fnetors: the liigh 
le^tI of wages aivl of cost of raw materiiMs. Even before tlu- War. the cost 
of production of Indian indiwfries was in m.in\ cases liigher tlian that taevail- 
mg 111 other enuntries. In fact (Irs was oip.* of lli • groinirN (ui wli'eli Tiuliaii 
industries had been ba.sing tlieir demands hir tariti protection. 'I'lie na'Oiis fm* 
thi.N (.lisparity in the crisi m ihe piv-v.ar <li's wa< th.e c 'iiiparatively great'.-r 
efl'ieiciicy of labour in fore gn coiintrles, and ralionarsation thfougli tli" intro- 
duction of auToiuati'* machine-; and labour saving devices was gem-rail.' ai-cepted 
as one of the methods by wiiich Indian industries <'(iuM lowa-r their co't of 
production. It is doubtful bow far it wou’d be j-ossible to inlrohiee such 
schemes of rationalisation at the |>resent moment in India in view of the dis- 
content to which it is bound to give rise in labour circles. 

The level of wages now prevailing in India is much liigher than hefoiv the 
War. riiis is because the cost of living lias also increased consMerahly since 
19d9. It may be pointed out. on the other liand. that partly, as a result of 
measures adopted by the Government and partly becausi of uncertain condi- 
tions through which industries are now passing, the dividends which share- 
lioldcrs receive ha\e marked a corresponding decrease. 


As regards raw materials, the cost of those wliich are available in India has 
risen proport’onately to the general increase in price level, while tlio cost of 
imported raw materials has also risen because of either an absolutely world 
scare ty or a relative scarcity caused by lienvy demand from a number of com- 
peting countries. 

fd) The quality of management is generally high but, owing to the such late 
start of our industries and lack of experience in comimrativelv new industries 
■we would stdl require some technical assistance from foreign countries At 
the same time, it must be admitted that, in respect particularlv of thos- indus- 
tries which have been fairly long established. Indian industrialists have attained 
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a degree of technical skill in management having had to pass through long years 
of trial and error. It may be stated, without any fear of contradiction that the 
managerial skill now available to Indian industries is much higher than any 
that may be provided hy^ State management. 

Indian capital is proverbially shy. Even so, a large amount of capital 
has been invested in Indian industries. The source has been partly the Princely 
Order and big zamindars, and perhaps to a larger extent, the middle class 
people. In the early days of India's industrialisation, however, the larger part 
of industrial capital was provided by the British Commercial interests in India 
but gradually a fairly large proportion of this capital has been acquired by 
India*ns. It has been estimated that more than 50 per cent, of the capital 
invested in the Jute and IMining Industries, which are managed mostly by 
European .\gency houses, is provided by Indians. 

One of the reasons why capital was shy In the early days was because of the 
lack of confidence in the management, a feeling which was not unusual because 
of the lack of experience of Indians in industrial ventures and a number of 
failures in earlier days xvhich, in its turn, was due to the inexperienced manage- 
ment as much as unequal, and, even sometimes, unfair competition from »broad_ 
To a larire extent this deficienc.v was removed in later davs hy the high skill of 
management p^vided by the Indian Managing Agency firms and mdustrial 
enterprises sponsored by these firms have not generally ached fino'we. This 
far ilitv was not, however, available to the new entrants and one of the directions 
in which imiirovement was sought tor was the establishment of industrial banks 
in the differlnt provincial headquarters. Though however, this su|gcshon^ 
endorsed hv the Central Banking Enquiry Committee as early 
positive action so far taken in this respect been the estaWi^^^^^ 

Tnflni;hi!il Fiinncc Coriiomton as late as in 194f. Ihis is ho\ie\cr a centra 
Indu^tnal ill mcc J.O , ^ h provincial agency 

‘"ffirr’l ut the lick of mdu'str al capital would not be adequately removed un- 

i:!!:iim;t • Vnsored , diS”- J ^ 

the provincial 1,7 the terms of (he Industrial Finanee'Cor- 

^omtom of l.ulii! veiw ' stringent and should he relaxed to confer the 

intoiul'-d l> nefit on any appreciable scale. 

. the uneeitaln conditions prevailing in 

f xH::::ra Jh^k ';f confide^ 

fThfmf ‘Tol.f^:fe:;t Zfislo;;^;, eansed by Bartition has also helped 
In Ih ' tT'pccss. 

ti -t 'r . r'f if riS hUig d...l -r polwy, 

nienl -.Irill in thy early stages and tram up Indians m 

ff) India has vast natural 1, ""770 "he 'tolifeih 

Sene; to tT^le'r J^^^i^r^a^rUde in answer to previous questions 
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viiich have aJso shown how' far deficient India is in respect of semi-finished 
raw materials. Some progress has recently been made in this direction, but 
much more has yet to be done. 

As for fuel, coal and wcod provide ample facilities for industrial develop- 
ment, the only limiting factor being the ability of the transport systeni to carry 
coal from the pitheads to the factory sites. Anxiety has, however, been ex- 
pressed by those, who can speak w'itli authority on the subject, about the re- 
sources of high grade metallurgical coal required by the Steel Industry and 
the need for conservation of those resources has to be stressed again. 

As regards p i\\ er, the supply position at present cannot be said to lie very 
satisfactory, but tlie prosi)ect is certainly ver}' bright, what with the develop- 
ment of the vast water resources of the country and what with the utilisation 
of low grade coal, the supply of which is plentiful. 


(g) There has-been considerable progress. in recent times in respect of high 
grade technical abUity in India. The skill with which India could supply war 

given sufficient opportunity, Indians may as 
well compete with foreigners in respect of technical skill. At the same time 

® thqt the numbei* of sucl).. quailed Indian is not very large 

nor we the lines m which they specialise varied. For some time yet to come, 

f 1 ^ I depend on foreign countries for technical 

skill and, a^ already meptioned, participation of fpreign capital in Indian indua- 
tries should be permitted only on condition of affording suitable opportunity 
to qualified Indiana to leam the technique of the trade. 


(h) Indian lql?pur has also demonstrated its ability to pick up skill in hif^hlv 
specialised industries. For this, however, larger opportunities no less than a 
preliminary educational grounding is required. The system of education in the 
country may perhaps have to be altered for the purpose. 


As regards the supply of unskilled labour, no complaint has so for bec-n made 
by the Indian mdustries but, in certain lines, particularly in the Coalfields, 
labour has not yet been able to disaffiliate completely from the laud The 
migratory character of coalfields labour has already been referred to an answer 
to a previous question. India has a vast and a growing population and with 
the gradual improvement in a^rictiltiiral operations, should be able to release n 
large number of workers for wholetime emplovim-nt in industries I’here is 

niachine tool and other indiis- 

(i) Indian labour is much less efficient than its counterpart elsewhere The 
mefficienoy is due primarily to climatic conditions* and to the absence of a 

exclusively on industries. As already men- 
®5’'«'*i p*'ebmmary educational grounding and also improvement in 
conditions of health may be useful in removing the handicap 

GENERAL OBSER-VAllONS. 

grou'nt do n,* exhaust all the 
menfc of coal by-products and allied dves and^ \ develop- 

t«es wh^ch a. Cvlous?; 
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be established only under a comprehensive plan sponsored by Government of 
India on account of the various factors involved. Only if such a plan is initia- 
ted with assured State support can privat-e enterprise be enthused to take them 
up. The manufacture of industrial alcohol also belongs to this category of 
Industry. 

Question A'u. 14. — The Fiscal Commission appointed by the Government of 
India in 1921 recommended “that discrimination should be exercised in the 
selection of industries for protection, and in the degree of protection afforded 
so as to make thi inevitable burden on the community as light as is consistent 
with the due development of industries”. On the strength of this basic principle 
the (.'emmissiou decided that an industry seeking protection or assistance should 
satisfy the three conditions enumerated in paragraph 1 of the note. Besides 
tariff protection the Commission recommended also certain non-fiscal measures. 
Are you satisfied that the policy recommended by the Commission was fully im- 
plemented between 1923 — 1939? If not, please enumerate the main deviations 
bom the Poliev. 

— It may be generally stated that the Tariff Boards which were ap- 
pointed as a result of the recommendations of the Fiscal Commission had con- 
firmed to tlie three conditions suggested by the Commission. As, however, the 
Boards were all cut hoc, it was not possible to have the same continuity of 
poliev as could be expected of a permanent Tariff Board. There were, therefore, 
some deviations, mostly of minor character, in respect of the emphasis which 
each Board laid on the conditions attached by the Commission to the grant of 
protection. 

It mav also be i)nintL-d out, in this connection, that in spite of the depen- 
dence of the GJass Industry on foreign countries for supply of Soda Ash, the 
Tariff Board had actually recommended the grant of protection to the Industry, 
but the recommendations were not accepted by the Government. 


Qiteisiion No. 16.— Do you agree with the specific conditions laid down by the 
Commission that normally protection should be accorded to an industry only if 
the conditioAs referred to in Q. 14 are satisfied? 

4, (a —The Committee agree that protection cannot be granted indisci^ina- 
telv to all industries. Looking at the problem from that point of view, there is 
nothing wrong in a policy of “Discriminate Protection’ as such, but this 
phrase has acquired considerable notoriety in view of the conditions which were 
attached to the recommendations made by the old Fiscal Commission. ^ a 
rnatter of fact, it was in view of the very strict interpretation of these condi- 
tions particularly the one relating to the possession of natural advantages , 
hat of tS industries which had asked for protection were 

tariff assistance either bv the Tariff Board or by the Government. dan e 

of su'-h T policy was fully revealed during the war when India was with 

tremendous problem of both supplying the civilian market and of catering 

war requirements. 

dcTed rmlrbecaurthe f o7 th" -Srillf " 

lTli"r;‘in'rrs“encVo°f a "steady demand from the consuming industries. 

The same <»>se^stions may slso^be made^^in htme' ma^^^l 

cheap P“'^®'^’,®“PP .rialc'’the provision of cheap power is dependent on the 
ryl Ce VO um^of deCn " -L-ing industries. As for 
b^ur whle S has a vast potential source of supply, workers have to be 
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trained in industries and unless industries are started, no scope for training 
would offer. The home market also has to be created. 

It was evidently in appreciation of this defect in the conditions laid 
down by the Fiscal Commission that the Government of India widened the terma 
of reference of the post-war Tariff Board and asked it not to put the same em- 
phasis on this question of availability of raw materials as had been suggested 
by the Fiscal Commission.^ 

Question No, 17. — Do you consider that the “supplementary meaBuxea” for 
the protection of, and assistance to, industries as recommended by the Com- 
mission in Chapter VIII of their Report were adequate and well conceived? 

Ans, ^Tariff protection is only one of the methods by which industrial deve- 
lopment may be made possible and unless this is supplemented by other 
measur^, the .cost of protection may ultimately prove to be a sheer waste. 
I'articularly in respect of industrially backward countries like India, tariff 
protection is only another name of a sheltered market in which the local 
industries are afforded an opportunity of making up their deficiencies in respect 
of technical efficiency, capital formation, an assured market, i^tc. Viewed in 
this Ime, the supplementary measures” recommended by the Commission in 
Chapter 8 of their Report were undoubtedly well-conceived but thev w'ere not 

^ the measures suggested by the Commissioi/might well 

be added those relating to the provision of finance to which a reference has been 

Purchase Policy of the Government 
and the need for Industrial and Scientific research. 

QueHion No. 18.— In a Resolution passed in the Central Leffislativa 
wancoLtel ‘he principle of discriminating protectioS 

generq^u^oations:^'’' ‘I*® 

(a) that the principle should be applied with due regard te the well beinc 

of the community and to the safeguards mentioned in Question U. 

(b) that in the application of this principle, regard must be had 

financial needs of the countrf, and" to thi lhe“ dependence S h 

Iar;“ro‘ffts^;^tuT. 

of Setotrrf“diicSatrprSicn*rer^^ 

Please give yoiw comments, if possible, separately for the foWing sub peid! !! 

(i) .1923-29 

(ii) 1930-84 

(iii) 1935-89 

Wlied very steotly the safeguards suggested^by the “cornm' 

The recommendations of the Tariff Board for the grant of nw 

number of industries were either not accented bv^« to a 

modified on the ground, mfa, aha of 

pletely Satistying the condition laid down by the Pi^al ®®™- 

protection not being oonsidered necessary in the interest or the 

On the otter hand the experience has shown that tb« V f- **'® °o“munity. 
followed Iby the Government has not impcS any 
wmmumty and that their weU-being has been fuUy "eiSS. ‘ °° 
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The immediate efifeot of tariff protection to any industry is undoubtedly a 

manufactured by it. At the same time, it can 

Is manufactured by t 
»pment of the' indust^^ 

^ , ... , advantages to the com- 

munity by providing employment in diverse fields and also helpimr in the 

development of other subsidiary industries. In the case of the Steeldndustry 

for example, we have m India now three steel factories providing employment 

and other amenities to a large number of persons riot Only in the' Steel 

lactones themselves but also in the Coal fi,eids, iron ores, and subsidiafy 

industnes like engineering, enamelling hnd many others. The development 


army of growers engaged in the cultivation of sugarcane owe their proisWerily 
to the develop^ient of the industry. The Mfttcmand the Paper ' IndiSSfes 
have similarly helped in the development df the' timber resoui^s of the wuriliy. 
Banking and : Insurance Companies have also shared in the 'general ^ improve- 
ment of the economic conditions following tariff protection'. ' > • ' 

Leaving aside the present high, l^vel of prices caused by other fact9r8, it 
cannot be said that protection to these industries has caused a rise in. prices. 
As a matter of fact, a study of price level of all these commodities upto the 
time of the war would reveal that prices had. actually been going down to. a 
very low level prinaarily because of ^e large increase in the volume of pro- 
duction and a simultaneous increase in the efficiency., 

'^a^sfiort No. 19. — The chartge^ set'oufc’'iri jlai^agr^ph 4 of the note wpre 
made in the principle of discriminating protection in 1945 when the interim 
Tariff Board was established. What are yoUr views on these deviations from 
the original j^olicy as Ifl’d down in the Indian Fiscal Commission’s Report*? 

^4n,9. — As already sugsested, the Government of India were well-advised in 
making a d-^viation in 1945 in the terms of reference to the interim Tariff 
Board from those ifcominended by the Fiscal Commission in 19*22. Wheions 
the Fiscal Commiss’on had Insisted that an industry “must be ore possessing 
natural advantages such as abundant supply of labour and a large home market , 
the new terms of reference only asked the Tariff Board to have regard to the 
natural and economic advantages enjoyed by the industry” without specifying 
what these iiatun’.l and economic advantages are. To the extent the Tariff 
Board could ignore the dependence of an Industry on foreign sources of siij^ply 
for raw materials and other factors of natural advantages, the new terms of 
reference were certamly more liberal than the old ones. 

Queetion No. 20. — Are you satisfied that tJiis policy of ,1945 is being fully 
implemented? If not. please indicate where, in your opinion the defects 
in implementation lie. 

The most important point which requires to be stressed. in answer- 

ma\h(6 question is that the Tariff Board which has been appointed on an 
interim basis is so constituted as to be unable to .give adequate and prompt 
attention to all the industries asking for protection. The present procedure m 
regard to the application for protection by an industryr. subsequent , enquiry 
by^ the Board, and the final decision of thp Government is also very rpuch 
defective 'Reference may, in this connection, be made to paragraph 1- 
the •■R-view of the Work of the Indian Tariff Board since its consti ut.on in 
Novernber 194,5” recently published by the Government, A perusal of this 

will shojv that tlie defect in the machinery of post-war protection may 
^Traced back to the Ministry of Commerce itself ^hcre a ocmparatively 
Ion., time is taken before a decision is made to refer the case of a particular 



industry to the Tariflf Board. The latter on its part, because perhaps of the 
heavy list of cases pending, takes its own time to come to a decision. The 
third, stage when the Beport of the Board goes back to the Ministry of Com- 
merce is also much too long, as, by the time the final decision of the Govern- 
ment regarding the grant of prot-ction to an industry is announcer}. the 
industry has to face considerable difficulties on account of unequal competition 
from abroad. While, in some cases, the Government’s decision was announced 
within a comparatively short time, an interval of between six to eight rrjonths 
has been a very common experience, there being also instances of more than 
a. year elapsing between the date of submission of the Keport by the Tariff 
Board and that of the Government’s orders thereon. 


This time lag between the first application by an industry for protection and 
the final decision of the Government needs special stressing because it has 
often happened that a particular industry has been handicapped on account 
of the liberal import policy of the Government. On ' being asked to stop the 
imports of the particular commodities os a measure of protection to the 
Industry concerned, the Government have invariably asked the industry to 
®pply for Tariff protection instead of demanding assistance through import 
control. Without raising any question as to the wisdom of this policy, it is 
possible at the same time to criticise the Government on account of the dila- 
tonness of the method of enquiry into the cases of the industrv for imotection 
either by means of protective duties or import control. 

stated that the recommendations of the Tariff Board liave in 
some cases been modified by the Government and that the measure of protec- 
tion recommended by the Tariff Board have not in ail cases been accepted. 

Question No. 2D. — 


(a) Please indicate the significant features, if any, in the structure 

and organisation of the protected and assisted industries with 
respect to — 

(i) the size of the units; 

(ii) their location; 

(iii) the development of combinations, horizontal or vertical; 

(iv) the developments of ancillary industries; and 


(v) any other aspect that you may consider it necessary to mention. 

(b) Do you think that the form or manner in which protection or assis- 
tance has been given to these industries has had anvthing to do 
with these features? Which of these features are in ‘the interests 
ot our economy and which are undesirable? 


if an^ undesirable features mentionedf 

« any. were due to any defects or deficiencies in the control exercised bv 


^ thl nol^ concentrating in particular areas. In pursuance 

0 a vantage could be taken of this scheme partly because of the difficulty 
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As reprds the deyelupineul:- of combinations, horizontal or vertical there 

has not been any such development except in respect of selling the products 

of the protected industries. IVo such mstauces are provided by the Indian 

bugar byndieate, in the case of Sugar industry, and Tota-Scob Selling organi. 

8at.on m the case of the Steel industry. This development should not be 

considered to be in any way undesirable, as the existence of such organisations 

h^e sa\ed both the industries from uneconomic competition amon^ the 
different units. ° 


A nurnber of ancillary industry has developed as a result of the develop- 
protected industries. The most important instance is provided by 
the -hngineering Industry which has been able to make considerable progress 
on account of steady supplies by the Steel Industry, which has also helped in 
the development of many other industries such as enamel wiring, wire nails, tin 
plate, etc. In the same manner, the Sugar and the Cotton Textile Industries 
have helped in the development of other subsidiary industries. 

Question No. 26. — Has the protection or assistance received by our indus- 
tries induced any substantial increase in the supply of 


(a) technical personnel required by the industries; 

(b) skilled labour; 

(c) semi-skilled labour; 

(d) a stabilized industrial labour force? 


An-'i. — The protectiou and assistance received by the industries undoubtedly 
induced a substantial increase in the supply of technical personnel, skilled and 
semi-skilled labour. The number of institutions, imparting technical education, 
has recently increa.sed very much and has been producing a large number of 
persons trained in the various technique of the industry. Some of the factories 
also have provision for training qualified pei*sons in the technique of manu- 
facture and. as a matter of fact, the demand for technical personnel has in- 
creased in the country on account of the need felt by the industries to increase 
their products and improve their quality of outturn For the same reason 
labour is also being given opportunity for acquiring skill. 

Question No. 27. — To what extent, ff any, has industrial research been ini- 
tialed and fostered by the protected and assisted industries? 


An?. — A nunjber of protected and assisted industries liave arrangements for 
technical research. Some of them also give encouragement in the form of 
scholarships to qualified persons. The research laboratories, maintained by 
some of the factories, can well compare with the best in other countries. 
Special mention may be made of the Steel Industry. 


No. it. — T>o you consider that the revenue tariffs imposed in the 
past have had any appreciable effect on the growth and development of 0^ 
industries and on the course of our export and import trade. If so, would 
you illustrate your finding with some examples drawn from the trade or 
industry of which you have knowledge or experience? 


— Though the object of revenue tariffs is only to enable tho 
to earn more customs revenue, they have generally some benefi'^iat 
the respective industries. While, however, protective duties are 
a view to assist the industries and their level is determined by tne m 
of assistance required by the industries, revenue tariffs do not take , 

this vcouiremoTit of tht? industries nnd their level is determined by e 
exigencies of the Government from time to time. 
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In some cases, however, revenue tariffs have imposed definite burdens on 
the industries, as, for example, in respect of import duties on raw materials 
and machineries. The Government have, in such cases, pleaded their unfavour- 
able financial position as an argument in favour of such impositions, but the 
fact remains that the duties have adversely affected the development of indus- 
tries. In the case protected industries such imposition of import duties on 
raw materials have the effect of reducing the measure of assistance previously 
granted on the recommendatiou of the Tariff Board. 

It must at the same time, be admitted, in fairness to the Government 
that while refusing to grant protection to the Glass Industry, they afforded 
some little relief to the industry in the shape of a draw back on the import 
duty on Soda Ash. This method of granting relief to an industry is not, 
however, quite satisfactory, and it should be the policy of the Government to 
remove straight away all import duties on raw materials used by any indigenous 
industry instead of allowing a draw back. 

Question No. 30. — Do you think that the development of any of the pro- 
tected industries was hampered b\ the policies pursued or the measures adopted 
by Government with regard to matters other than protection? Please give 
examples. 

— The most important measures which were taken by the Govern- 
ment to defeat the object of protection were in respect of (a) the imposition of 
an import duty on raw cotton and also on other raw materials, and (b) fixing a 
minimum price in the case of sugarcane. It is not necessary here to examine 
whether, for any other consideration, such measures were necessary or not, 
but it is necessary to stress that when protection was first granted, neither the 
Tariff Board nor the Goverament could foresee the imposition of these obstacles 
in the development of the particular industries. It was, therefore, only fair 
that the Government shouM have cr>mpensated th'=‘ industi^ concerned for the 
loss which tliey entailed on them by these measures. 

(?«e9f(OK No. 81.— What in your assessment is the relative importance of 

the main changes in the pattern of our foreign trade which have taken place 
in the periods — 

(a) 1939-45; 

(b) 1946-49? 

Ana.— (a) The pattern of trade during 1939-45 was determined mainly by— 

(I) the needs of the war, 

(ii) the shipping position, and 

(iii) exchange restrictions. 


The chanelling of production in all Allied countries along certain narrow 
routes and the diversion of the trade to particular directions were resorted to 
primarily as a me^asure of War effort. A large number of the most important 
TOuntiies with which India had the closest commercial relations before the 
War were cut off the schedule on account of their being included in the cote- 

A®* however, the three principal Enemy countries 
entered the War on different dates, the suspension of trade with them did not 
take place simultaneously. For instance. India continued to trade with Japan 
for well over two years after the outbreak of War in Europe. 

Allied countries had also to be brought down to the minimum 

earlv whn. difficulties. Certain routes were closed to trade quite 

early, while others remained open for a comparativelv long time The ra- 

tio^'ald dependent on the improvement in the War situa- 

theCific easier to navigate much earlier than 


Even in regard to such trade ns was possible, the need for consenting 
foreign resources put a seveiv liiiutation on the imports of unessential commo*’- 

ditie>. 


In consequence of the combined operation of these forces, imports were 
drastically reduced, and India became, almost overnight, the supply centre 
for tlie Knstem theatres of the War. The production of W^ar materials was 
given the top ])riority and. as a result, their export to the Allied countries, 
fiarlieularly the L .K. was also fa dlitated. W ar orders came mainly from 
the L'.K. and other Commonwealth countries, and the U.S A., but the U.K. 
was by far the largest purchaser of goods Irom India. Eurther, due to the 
pre-occupation of the U.K. with War efforts, the countries in the Far and the 
Middle East which had been, till the W^ar, importing large varieties of goods 
from the U.K. provided a useful market for Indian finished goods. 


.\5 payment for the goods supplied was virtually blocked during the War, 
India emerged a creditor country in relation to Britain, even after repaying 
lier outstanding Sterling loans, and her Dollar earnings, although much smaller 
than the Sterling Balances, accumulated in the Empire Dollar Pool. 


Under the stimulus of import restrictions, high prices, needs of the War 
and cf Oovernmental assurances, many new industries were started in the 
country. lmj)ort of consumer goods and many necessary capital goods had 
practically ceased and most of the principal industries in consequence had 
to struggle for achievement of national self-sufficiency with worn out plants 
and equipments for which replacement were not available. 

(b) The following are the main features of our foreign trade during 1946-49: 


(i) A chronic and heavy adverse balance of trade on the whole, nnd,^ in 
particular, with the U-S.a', Canada, Belgium. Bizonia. and Latin American 
cou ntries; 


(ii) Quantitative increase both of imports and exports. Chief items of 
imports are capital goods, food, essential raw materials, chemicals, dinigs, etc. 
while the chief items of exports are jute goods, tea. hides and skins, cotton 
yarn and manufactures etc. 

nii) As a result of partition, the sources of many raw materials e.g., raw 
cottoii and jute have been cut off. Thus India, which was the laigest ex 
porter of raw jute and a net exporter of raw cotton, had become the largest 
importer of raw jute and a principal importer of raw cotton. 

(iv) A'’ute shortage of food has forced India to import food on a scale which 
mostly because of the vei 7 high prices that have to be paid therefor, does no 
leave her sufficient forei^ exchange to purchase capital goods necessary 
the execution of her ambitious development projects. 


fv) The import policy as well as the export policy of the countp^ 
this period has been guided by the balance of payments position and has ^een 
frequently changed. The world-wide scarcity of Mlar and ‘I?® j 

some other countries, has made it increasingly difficult ^ countries 

goods from these countries and the resistance which t j; The 

Lve encouritered has made the position extremely 'buyers 

Dev.'ilu.ation of the Eupee is likely to close the U.S. market to Indian bujers 

altogether and to facilitate her exports thereto. 

fvi) A number of bilateral trade agi-eements with various countne.s e.g-. 
Poland. C/echoslovakia, Yugoslavia has been entered into. 


(viit The peo-i-nphical distribution of our trade has rapidly 
pre-wai pattern °in '^one important re.speet, namely, that the Commonwealth 


in 
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tL largest of our goods and as also the lai-gest source of our supplies. 

(viii) India has virtually exhausted the large vohnue of Sterling Balances 
accumulated during the War years. 

Question No. 32.— Would you briefly analyse the effect of the (a) legisla- 
tive and (b) administrative measures relating tr. the control and regulation ot 
om- foreign trade which Goveniment have had to adopt during these period. 

on—? 

(a) our impoi-t and export trade; and 

(b) the grondh and development of our industries? 

Question No. 33.— To what extent have these changes affected the funda- 
mental promises on which the recoininendations of the Indian liscal Loin- 
inission 1921-22 wen- based? Tlease illustrate your reply with examples 
drawn from the trade or industries with which you may be concerned or 
about which you may possess adequate knowledge. 


/Ins. — As already explained, the measures taken up by tlie Government 
during the war for regulating our Foreign Trade, had changed the dir.etioi 
of our foreign trade as well as its character. While, trade with the eaemy 
countries had to be suspended, India was enabled, within the limitations^ of 
the war conditions, to create markets for her goods in some other countries, 
with which she bad no or little trade relation in the past. The character ^ of 
trade also undersent substantial changes, ns. instead of being largely an ica- 
porber of manufactured goods and an exporter of primary raw materials. India 
could export a large number of varieties of finished goods to the foreign 
countries, mostly for the purpose of war, for which necessary semi-finUhed 
materials were procured from the foreign countries, in some cases with Govern- 
mental assistance. 


During this period Indian industries received some indirect protection on 
account of the restrictions on and stoppage of imports from foreign countries. 
The Government also extended patronage to industries engaged in the produc- 
tion of war materials. As soon as, however, the war situation improved, the 
Govemmeiit began to encourage imports of consumer goods from abroad, for 
which there was indeed a large pent-up demand within the country. Pay- 
ments for these imports were made through the accumulated Sterling Balance, 
as Indian exports were not sufficient for the purpose. This policy was 
Criticised by the Indian Commercial Community for two reasons: In the firat 
place, it helped in the gradual depletion of the accumulated Sterling resources 
Which, it was eaniestly hoped, would be* utilised for the imiports of the capital 
|hods of which the county was in sole need. In the second place, the 
ffiiporls of consutners goods put a serious strain on the indigenous industries, 
lirio'st of tvhich were included in the category of “unprhtected” industries 
gfid which had to face unequal competition from abroad, as a result of the 
flow of imports which began as a result of the new policy of the Government. 
It was, of cfiuTse, contended on behalf of the Government that imports were 
necessary to check inflationary tendency which had began to manifest them- 
selves in the country during and after the war. The validity of this conten- 
tion was not fullv admitted by the commercial interests, in whose opinion a 
compromise couM easily be effected between the needs of the industries and 
those of the consumers by a quantitative restriction on the imports of consumer 

^ds fixim abroad having regard to the productive capacity of the indigenous 
industries. 
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The Import Advisory Council, set up by the Government in 1948, has not. 

however been of much utility in advising the Government about the regula- 
tion of imports. for, as far as has been ascertained, the Council is almost 

like a debating so'^iety, to which the decision of the Government, after tliey 

are taken, are placed, more or less, for information and not so much for 
approval. 

Question Ao. 34. — In the light of your analysis and appreciation what is the 
relative importance you would attach under present day conditions to Govern* 
mental measures for the promotion of our trade and industry which may be 
broadly classified under the following heads: 

(a) Fiscal measures: 


(b) Non-fiscal measures? 


A»..-It will be clear from the answers to the previous questions that both 
fiscn and non-fiscal measures are equally important in any scheme of industrial 
development of a country. Tariff protection, as part of fiscal policy, is desicm- 
ed to give industries some breathing time in order to develop, unaffected 
competition from abroad. But this development cannot clearly be possible 
unless other supplementary measures are taken in the form of the removal of 
difficulties in respect of supply of raw materials, formulation of a correct railway 
rates policy, improvement in the technique of manufacture and the quality of 
raw materials, training of workers, etc. There are some industries which may 
not require any protective tariff for their development and, in their case, the 
importance of non-fiscal measures can hardly be over-emphasised. 


In regard to particular industries of basic nature, such as those engaged in 
the production of raw materials, the creation of a demand within the country 
for their products is of no less importance than protective measures. Such 
basic industries may themselves require, in their initial stages, some protective 
measures, but what is more important to them is that they can be encouraged 
to start production only if the respective consuming industries are also simul- 
taneously developed either by protection or otherwise. 


Question No. 35. — Would you indicate the extent to which an appropriate 
tariff policy can further our foreign trade and assist in the development of our 
industries? 


Ans . — An appropriate Tariff Policy can further our foreign trade in many 
ways. W'hile the object of Tariff Protection is to protect home industries against 
imports of competitive goods from other countries and while, therefore, the 
immediate effect of tariff protection is curtailment of imports, the development 
of industries which such a policy encourages would ultimately lead to impo^ 
of many other articles from foreign countries which would not have ordinarily 
been imported. Mention may, for instance, be made of the raw materials and 
machinery which have to be imported iff order to develop the particular industries 
protected. Besides, restrictions of imports by suitable duties would release 
additional foreign exchange for the purchase of essential capital goods necessa^ 
for the development of industries which may or may not be included in tbe 
catecorv of “Protected Industries”, as well as such other articles belonging to 
the luxury goods for which demand will be created in the country, as a result of 
increased^ prosperity brought about by the protective policy. 


Protection given to large industries also often helps in the development of 
othfr industries which would be started for taking advantage of the supply of 
basic raw materials produced by the protected industries. 

Aa'xm the lifting of import dutv from essential raw materials fx-om abroad 
mafro assist ^ develo'pment of home industries. A correct tariff policy 
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should also tahe into account the effects which purely revenue duties on 

the development of industries. In view of the fact that customs now a d y 
form only 32 per cent, of India’s total Revenue, the importance which the hrst 
Fiscal Commission attached to those is no longer of very great sigmticance. 
The Government can now afford to lose some customs revenue if, 
is possible to give encouragement to the development of mdustnes. 
particularly true of the import duties on raw materials and machineries, un 
the other hand, even in respect of the “unprotected” industries, the Govern- 
ment may perhaps consider the feasibility of a slight increase in the import 
duties, without of course jeopardising the yield from such duties and without 
imposing an unnecessary burden on the consumers. 

Question No. 36.— What, in your judgement, should be the objectives of 
tariff policy in the short period? 

Ans . — There is no difference in the objective of the tariff policy P'ith^ in f^e 
shoi't period or in the long period. The main objective of the tan po icy 
should be to develop industries within the country and if any insistence is mwe 
on the short period aspect of the problem, emphasis should be given w © 
question of achieving the object of protection in as short a peiiod as possi i e. 

Question No, 37. — The minority report of the Indian Fiscal Commission 
1921-22 expressed the view that there should be an unqualified pronouncement 
that the fiscal policy best suited for India is protection. Do you agree with 
this? 

Question No. 38. — ^If so, what principles and conditions would you lay down 
for regulating the grant of protection or assistance? 

Ans. — In so for as those industries which have not yet been fully developed 
and have to face unequal and, sometimes, unfair competition from foreign 
countries, the fiscal policy best suited for India is undoubtedly protection. 

The main argument against pi-otectioii is the theory of comparative costs 
based on int'ernational division of labour. The theory does not. however, stops 
to consider whether a particular country enjoys true, permanent end definite 
advantage which is not the result of mere coincidence of tradition or historical 
accident. No industrially advanced country of Europe, barring England, how- 
ever, could have developed its industries, if it were not for the systematic policy 
of protection pursued by most of them. Technical efficiency, superior quality 
and cost advantage are some of the gifts of an earlier start. When, therefore^ 
a home industry cannot compete with its foreign counterpart solely or chiefly 
because the former was started later, there is every chance that it would, if 
sheltered against external competition for a reasonable time, gi*ow to maturity 
and eventually be able to catch up with foreign competitors. 

That Protection has helped Indian Industries considerably is amply testified 
to by our experience of the last twenty years. Detailed reference to this aspect 
has already been made in answers to previous questions. 

The conditions which were laid down by the Fiscal Commission for the grant 
of protection were, as indicated in answers to previous questions, not at all 
suitable for the purpose. Only a few industries could claim to satisfy all these 
conditions and the cases of all of them were not ultimately found acceptable 
either by the Tariff Board or by the Government. The main condition which 
the Government should satisfy themselves about is whether it is necessary to 
develop a particular industry in the interest of the country. If the industry 
possesses natural advantages, such as those refen*ed to by the Fiscal Commis- 
sion, there can be no question of granting protection to it. For, there are a 
number of primary raw materials and minerals in the country which are now 
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exported to foreign countries on account of the lack of facilities within the 
country for processing them. In some cases, the finished products produced 
out of these raw materials are imported into the country, thus showing that 
there is sufficient internal demand for them. In other cases, the finished pro- 
ducts, processed out of raw materials, are not re-imported into the country but 
are either consumed within the country of manufacture or exported to other 
countries. In any of these cases the question of utilising the raw materials 
within India is of paramount importance and it should be the policy of the 
Government to give all possible encouragement to such industries as may be 
started for utilising these raw materials either for catering to the home market 
or for export to foreign countries. 

But even in respect of these industries which have no such “natural advant- 
ages” in the form of raw materials, the Government should carefully consider 
the question of the need for their development having regard to the other advant- 
ages of such a policy. It may be mentioned, in this connection, that the Cotton 
Textile and the Jute Industries of the U.K. utilise raw materials imported from 
:tbroa<l and export the finished goods to other countries. The primary considera* 
tion in developing such industries in India would be to provide a scope for invest- 
liu'iit of capital as well as employment to a large number of workers, both skilled 
and unskilled, apart from the beneficial effects of the development of such indus- 
tries on the general economic conditions of the country, and the amount of net 
foreign exchange earned as a result either of stoppage of imports of the parti- 
cular commodities or of the promotion of their exports. 


It would thus appear that neither the availability of raw materials nor the 
existence of a large home market is an essential condition for the grant of 
protection. 

It is also necessan,’ to mention here that Tariff Protection to industries 
producing basic raw materials entails necessarily an increase in the price of such 
materials and may. for this reason, increase the cost of production of the 
secondary indust»-ies. This is. however, no argument for refusing protection to 
the basic industries, for, in such an eventuality, the measure of assistance to 
the consuming industries has to be increased correspondingly. 

Question No. 39. — Would you. in the application of the formula or principles, 
if any, or in the admiitist’'ation of the policy in general, like special considera- 
tion or priority to be given to any particular classes of industry? If so, please 
name the classes. 


/Ins. — Generally speaking priority must be given to basic industries including 
those w’hich are necessary for the defence of the country and also those others 
producing raw materials consumed by other secondary industries, already estab- 
lished or likely to be established in near future. In respect of such industries 
the question of the availability of primary or semi-finished raw' materials within 
the country should not have any consideration at all. The second in order ot 
priority, should be those industries which possess natural advantages such as the 
existence of raw' materials within the country. In the case of such industries, the 
otlier “natural advantages” such as availability of cheap pow'er is not of any 
significance, as power would— or should— be made available w;ith the startmg 
of industries having on assured existence. Those industries having an extens 
market in the country but depending on foreign countries for 
their raw materials should have the same priority as the last named 
The development of export industries, such as those which would deP 
foreign countries both for the supply of raw materials and for the dispo 
the goods, should come last in the order. 
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Question No. 40. — ^Do you agree \nth the view that the grant of protection 
should. not be confined to infant industries, but should be considered, if neces- 
sary even before an industry is established or when proposals for its establish- 
ment are under consideration? 

j{ns. — Yes. Eeference to this matter has been made in reply to a previous 
question. As the aim of protection is to develop a home industry in the quiclcest 
possible time, it is only to be expected that the grant of protection to an in- 
dustty, even before it is establish^ or when projiosals for its establishment aro 
uhdet consideration, will give it a favourable staH and ensure its early develop- 
meni Sudb grant wiU. 1° addition, enable the industry to attract investors. 
Piptection ia Jl tfi'e more necessary in the case of such industries \vhich, being of 
basic' iinporiancer requires high degree of technical skill, temporarily to b^’ 
imported from foreign countries at d’ high cost, and for which in the absence- 
of an assiu^nce of tariff assistance, the required venture capital will not bo 

forthcoming. ' 

• ’ . 

Quesfton No. 41. — (a) Please indicate your view on the various alternative- 
methods of protection, eig., 

m .. • •• 

4 I 

(i) prp^ptive upporti, duty.; 

(ii) boun^ or subsidy ; 

(lii) system of pool ppices, e.p.* the a][uininium price pool which was in 

' rill r^wntiy ; 

(iv) quantitative restriction of imports based on, a guaranteed market f 9 r 
at least a percentage of domestic production (when such quantita* 
tive restrictions can be imposed without conflict with pre-existing 
agreements or commitments)? 

(b) Which of, these methods should be the normal method? 

(c) Would you like the appropriate method to be determined in each case 
on its merits? If so, what are the conditions you would like to bear in mind 
in selecting tbg mefhod of protection? 

Am. — (a) (i) Protective import Dxity. — This is the normal method of protec- 
tion and is reported to when the home industry requires for its developraeint 
respite from foreign competition. The amount of the duty is generally detennm- 
ed with a view to equalise the local cost of production with the imported price,, 
and thp burden naturally falls upon the consumer of the goods of the protected 
industry without at the same time much effect on the general revenue positiqn 
of the Government. 

(U) Bownft/ CT subsidy — should be granted when the price difference between 
the home pr^uct .and the foreign product is no large that exclusive relianoe- 
OQ protective import duty for bridging the gap would impose great hardships 
oh the cohsumers. Bounty or subsidy should supplement import duties. 

The advantage of ;a scheme of bounty is that the consumer of the protected 
industry does not* have to pay the increased price, the burden being home by 
the general tax-payer. in the form of grants frprn the Revenue. Generally, it 
may be resorted to only .in cases wher^ vplunie of production is very low 
and is confined to only a fe\f organised .raanqfactiiring units. Reference may, 
in this connection, be made to the controversy which arose over the question of 
grant of protection to the Salt Industry in 19Eil. As the Salt of the particular 
variety Wbicb was sought to .be protected was tQ be consumed only by Bengal 
and 'Some of 'the other Eastern provinces andith© prc^uction was confined o^y 
in the Bombay Prosidenoy. a demand . was, zi^de that prbteori^ Should t^e- 
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the form of Bounty. Ultimately, however, a compromise was arrived at, accord- 
ing to uhich n certain portion of the net proceeds of the tax was to be handed 
over to the consuming pmvinces for developing the Salt Industry. 

Bounty is also more suitable in the case of protection to the industries manu- 
factuiing rau inaterinls, ns sucli a method would keep the prices of these 
materials within reasonable bounds and would not lead to an increase in the 
cost of production of the consuming industries. 

(iii) Pool Prices — a system of pool prices is effective only in the case of 
particular industries which have only two or three big units of production and 
over the output and distribution of which the Government can exercise effective 
control. This system has the advantage of lowering the burden on consumers 
in so far ns the measure of protection is not equal to the difference between (he 
fair selling price and the landed cost of imported goods. , 


(iv) Quantitative restriction on imports. — This is necessary when home 
producers require protection not so much because foreign products can be 
obtained at a cheaper price as when the home consumers are unsympathetic 
to the home industn*, even though the indigenous goods are of superior quality 
and low price. There is unfortunately even now* a prejudice in India against 


parative selling prices, the Indian Jute Mill Dobbin industry is m no need 
,for “Tariff protection”. Jute mills in India, dominated by Europeans, how- 
ever, show a marked preference for imported products, even though these are 
more costly and the difference in quality is not appreciable. The Indian Bobbin 
Industry, therefore, requires quantitative restrictions of imports for its protec* 
tion. Even in the case of industries which are given tariff protection, a mere 
equalisation of the local cost of production with the landed cost of imported 
would not always turn the market in favour of indigenous goods until 
either as in the case of the Cycle Industry, the extent of the duty is loaded 
with an aUowance for prejudice in favour of foreign goods, or tariff protection 
is supplemented by quantitative restrictions on imports. 

fb1 and (o) WMe undoubtedly Protection by means of Protective Du^ 
should be the^ normal method, the Tariff Board should be asked to to''® 
account the various considerations mentioned above m finally recomme^mg 

part^ular form would ensure the quickest development of the Industry. 

Question 42-— What should be the Government’s policy and Procedure 
u ^ tv, Mfiifttion calls for only safeguarding or anti-dumpmg measures, a 

protecLn, Ihether^or smaU-seale or large-scale 

industries? 

situation calling In "the 

from one requiring ^ j. emervent nn^d does not generally brook any 

first place, the need he perrd of protection is much shorter than in 

delay. In the second ^ already indicated, the machinery of 

the case of substantive ai d in the case of dumping by 

preiection moves very ®'r T and^uilk measures is paramount. The 

fo’'cisc countries, the need for ® armed with executive powers 

qn^tion as to whether the but, if that is not 

te correct any he made by the Tariff Board must 

rf "hed fs"qS Ckiy“- poS tn 0 ife?thU the adverse effects of dumpmg 
mV n^fbe eXS ter ^ day longer tha. h PiKiessary 
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• In view of the fact that the additional duty would be only for a temporary 
period, the measure of assistance must be adequate. 

Question 43.— (a) What place would you assign to export duties in the tariff 
system in the future? 

(b) Would you advocate export control (by duties or otherwise) for the 
purpose 0 ? — 

(i) safeguarding the domestic consumer against critical shortages : 

(ii) conserving domestic supplies of raw materials for utilisation by 

domestic industries? 


.dns. — (a) Except in the case of monopolies, export duties have a deterrent 
effect on the export of the particular commodities to foreign countries. It should, 
therefore, be the general policy of the Government not to impose export duties. 
'There is, however, no objection to the continuance of export duties ou Jute and 
Jute Goods in so far as they help the Government in recouping themselves of 
any losses that may be entailed on account of fiscal measures adopted by them. 

• The very useful part that export duties play in respect of monopolies and semi- 
monopolies is furnished by the step taken by the Govei-nment of India following 
the Devaluation of the Rupee in increasing the export duty on Hessian (chiefly 
exported to the U. S. A..) and imposing similar duties on a number of other 
articles (exported to Pakistan). In both these cases. Devaluation was bound to 
lower the earnings of hard currencies (including Pakistan Rupee) by India on 
account of the sale of a given quantity of these commodities which partake of 
the nature of monopoly. As, however, it was not possible to increase tbe 
volume of India’s export to make up the deficiency measured by the extent of 
the depreciation of the India Rupee, the Government of India have rightly 
stepped in and taken actions on the lines referred to above. These would have 
the double eflect of increasing the Revenues of the Government and of, at least, 
maintaining the volume of earnings of Hard Currencies, without causing any 
strain on India's exports of the articles consumed. 


(b) Yes. Subject to the overriding necessity of earning adequate forei<m 
-exchange and of maintaining contact with foreign customers, export control **i8 
4iesirable both for (i) safeguarding the domestic consumers against critical 
shortages, and for (ii) conserving domestic supplies of raw materials for utilisa- 
tion by domestic industries. In regard to (ii), particular mention must 
be made of the need for the conservation of the domestic supplies of mineral 
resources which are, by their very nature, of limited availability. The extent 
to which these articles may be exported to foreign countries has to be deter- 
mined after a full prospecting of the mineral resources of the country. It has 
for instance, been mentioned that the resources of metallurgical coal in India 
are sufficient enough to meet the demands of the Steel industry only for about 
* Of years more. It should, thvr-^fore. be the policy of the Government not 
to allow the export of such Coal to other countries, or even to limit their use in 
Imdia for purposes other than those for which they are essentially required, 
lue same can be said also of other mkaerals. 


At the s^e time it may perhaps be, in the ultimate inWef ^ 

to permit the export of mberals io a toited bSTb a 

menta with other countriee. Even in such oa^s howeve^ thf 

aveilahle supplier, both actual and potential, have to be oareMv^^etS*- “i 
before any export is permitted. vo w ne carefully ascertamed 

u agrioultural raw- materials is not however so im 

portant from a short term point of view TherA ’ owever, so im- 

p“^h»^ ^eS'o^^ Turh-it S? T 



13.5 

Quesfjon No. 44. — What fiscal measures, if any, would you recommend to 
enable an establisheu industry to maintain its exports? 

Generally speaking, and subject to the considerations mention^ 
below, an estal)lisbed industry should not require any assistance in regard to 
the exports of its products to other countries. In the' first place, if it is found 
that, in view of tlie keen competition from other countries, an Indian industry 
is not in a position to compete on equal terms with them in foreign markets 
and. if it is considered necessary- by the Government to encourage exports in 
order to enable the country to earn valuable foreign exchange, an inducement 
should be given in the form of a small bounty. This would of cpurse entail 
expendiGire on the part of the Government and perhaps also would reduce the 
available supply in the home market, and the q^uestion would have to be ear^ 
fully examined having regard to the net advantages to the coupt^y; of s^cjh^a 
policy. In the second place, reference has been in^e above. t9 the need, for 
the remov-il of all customs duties on the import of raw ma,^e?ial3. The 
for such removal is much stronger in, the case of those ihdustnes w;hich, besides 
catering to the local demand, have also considerable scope for marketing thj^ir 
products in foreign countries. 


Qu$sUon No. 45. — Haye you apy comments on the method by. which th© 
Tari& Board at present the quantum of pfotecti^p (the metho.d of conip^r- 

ing the fair selling price of the, domestic product with thq^ landed j cost of the 
imported product)^ 

Ans . — The quantum of protection has necessarily to be determined , by 
coinp^iring the fair selling price of the domestic products with the landed cost of 
imported "I'roducts. While, however, the latter is a determinable, factor, certain 
amount of speculation is necessarily entailed in arriving al a fair selling price. 
It is not always possible to anticipate the figures which would influence the cost 
of production in the course of 5. 6 or 7 years for which the protection rtcom- 
incnded would be in force. The cost of production, for instance, may be in- 
creased on account of an increase in the cost of the raw materials which, in 
its turn, depends both on the prices charged by the foreign sellers as also on 
su. h other actions as mav be taken by the Government of India themselves 
(for examine, the imposition of an import duty, eitlier revenue or protective, or 
the fi.'cation of a minimum price for agricultural ri^w materials), cost of labour 
welfare and awards by industrial tribunals and other similar factors. There 
may also be some factors which may reduce the cost of. production. As 
already mentioned, however, it is not always possible to anticipate all these 
developments at the time of recommending the measures of protection. 

The best method bv which this difficulty can be overcome is for the Tariff 
Board to maintain a constant watch over the affairs of an industry which has 


been given protection. 

\s already referred to, however, in some case.c; "allowances for prejudice 
in favour of foreign goods” have to be made in determming the fair selling 

price of an article- 

Question No. 46.— Would .you recommend variationp -in duties to meet 
variations in import costs? 

Ina —Generally speaking, except in the case of anti-dumping measure, the 
L in th^ import cost should not lead to variation m duties during the 

neriod of proteetion already recommended by the Tariff Board. If. ’ 

there is a sudden reduction in the landed cost of imported goods. be 

onen to hXriff Board to review the, claims of any Must^.w.hiqh apphea for 

and -recommended actipp.as.may, bg.. uepewy- 
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Question No. 47. — Where protection is to be given by tariffs, what are the 
■considerations which you think should govern the choice between the various 
alternative forms of duty such as specific, ad valoiem, compound, etc. 

Ans . — Specific duties have naturally no relation to price changes and are 
■absolute during the duration of the protection. At a time when internal prices 
■are rising witli a constant or fall in price for imported goods, specific duties 
undoubtedly confer an unwanted advantage on the indigenous Industry'. Wlien, 
however, internal prices fall with an opposite movement in respect of imported 
goods, specific duties are noli sufficient to cover the margin between internal 
and foreign prices. This maj' not, however, in all cases, cause embarrassment 
to local industries ar their price may fall on account of the improvement in 
the technique of production. 

Ad valorem duties, on the other hand, being proportionate to the prices of 
imported goods Mould definiliely confer an advantage at a time wlien foreign 
prices mark a rise. The contrary would be the effect in the case of the foreign 
prices. 

Considering al! these facts, there is a definite advantage in the compound 
forrn of duty where both ad valorem and specific duties are imposed with a 
minimum fixed. 


Question No. 48. — What do you think of the utility and practicability of 
tariff quotas? 

definite advantage in fixing tariff quotas in respect of ce>*tain 
commodities^ The fixation of liigh protective duties may not in all cases 
pievent the foreign manufacHurers from flooding the internal market witli goods. 

m definite quota imports are fixed either in addition to 

or instead of import duties, the object of developing Industries may iierhaps be 
more effectively tackled. (Please refer to answer to previous questioL) ^ 

Question No. 49.— Would you like a minimum or a maximum duration to 
be laid down for protective measures? auranon to 

necessary to ensure that the duration of protection should 
not Le unduly prolonged, it may not be possible for the Tariff Bo-ird nt nnv 

protection may in the initial stages, be confined to IS^years with a ^ 

t.ons t.. participate in foreign trade (a) in the short pliod aud7>rb‘thf long 

rr 

from attaining the objectivo mentioned m the question, reterd^o^lgrtmde 

Question No. 63.— If your answer to the above question is in i- 

what form of Government or quasi-Govemment orSsa^nn 
commend? What would be the limits to their acS? Ld whif 
If any, -would you impose on their functions? ’ ’ ^ ^ * conditions 


Ane . — ^Does not arise. 


4 > — 
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Quesfion No. 54. — The Indian Fiscal Commission of 1921-22 suggested 
several "supplemenlarj- measures” as an aid to the tariff policy which they had 
recommended. _ Would you enumerate the non-official measures that Govern- 
ment slioul'l no^,- adopt in furtherance of any approved fiscal policy both (a) 
in the short; period and (b) in the long period? 

No. 55. — In particular, have you any special suggestions to make as 
to ho*.v Government could facilitate — 

(a) the supply of essential industrial raw materials, where these arc not 

readily available in the country; 

(b) the supply of essential plant and machinery; 


(c) the supply of cheap fuel or power; 

(d) the provision of cheap, adequate and quick transport both for the 

movement of raw and semi-processed materials and their finished 
products, made available under a scheme of rationalised freight 
structure ; 

(e) the supply of technical personnel of different grades; 

(f) the supply of technical information about industrial methods and 

processes; 

M the supply of industrial finance, both for use as block and ns working 
capital? 


.4n«.-There are a number of non-fiscal measures which 
the Government in furtherance of any approved fiscal policy both ^ 

period and in the long period. As a matter of fact, the success of a fiscal polic^y 
would depen.l to a ufrge extent on the advantage which a protected industry 

find^it very difficult to take advantage of the scheme of protection. 

Th. “PJ'™";, ".a*."??. "”n ? 

may be stated below. 

(1) Lahour—Iinproveinent in tbe system" in‘ all ftages. 

For this it is necessary to tL Z^ritv of th^workers in the factories 

primary, secondary and scheme of education, arrnnpements 

are not even literate and apart “Xcatir to all classes of people and 
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transport would be much more satisfactory in the near future. F'-irtlier, witli 
the setting up of the Kailway Rates Tribunal for which preliminary, steps have 
already been taken, the question of a satisfactory Railway rates policy may be 
expected to be settled at an early date. 

(3) Anti-dumping measures. — Reference to this aspect has already hccn- 
made in answer to a previous question. 

As legards the suggestions made in Question No. 55, the following- cbservo- 
tions may be made: 

(a) Supply of Industrial Haw Materials. — While India produces a large num- 
ber of raw materials, there are some in respect of which she has to depend on 
foreign countries. Upto the time of the last War, the local industries had their 
own arrangements for jirocuring these raw materials. But mostly as a result 
of the experience gained during the war, many of the countries are now regula- 
ting the supply to foreign countries of raw materials which are comparatively in* 
short supply throughout the wcrld. It may not, therefore, be possible ih’ the- 
future for the individual industries to make their own an*ungemenl.s for the- 
import of raw materials from foreign countries necessitating some active Iielp- 
from the Government of India. The Government may enter into trade agree* 
ments with other countries for the import of these raw materials in exchange ol 
those which India has an exportable surplus. ^ 


(b) Supply of Essential Plant and Mac/iincri/.— The same considerations 
which should apply in the case of supply of raw materials are olso applicable to 
that of plant and machinery. 


(c) Supply of Cheap Power and Fuel.^THie Government should take active 
steps for the supply of cdectricity to the industries. It is expected that the 
completion of the Damodar Valley Scheme would result in the generation of con« 
siderable volume of electric power. The question of utilising the low grade coat 

Bhould also engage the attention of tlie 
ernment in this connection. ^ 


(g) Supply oj Industrial Fmance.-Eeference has already been made to this, 
question m a previous section. ^ ® 

Question No. 56. — How and to w'hat extent could the ur,A j., 

co-operate with Government in the provision of such facilities? ^ ^ ^ 

/liis.—IVade and industry would be very glad to co-onerate wifi, fi, n 
ment m providing these facilities. Arra^ements akeadv ivUt th T”'" 

in this direction if the work in these faotorie^s is ra-ordiS^ 'rloh’'- 
formation about industrial methods and processes ma7 hf ' ‘n- 

d^iffetent sectional Industrial Asaooiations in oo-operaS^ and c^n'if 
Chambers of Commerce and the Government. ^ ^ collaboration with 

or SZ tm®G^'“im®e“n/:™ti^ P>o‘eotio„. 

munity as regards the manner in whiehThey renfer the^ 

haJil “ «>ese obligations under tho following^. 

(i) price policy and price structure; 

(ii) wages aud conditions of labour; 

(iji) adAptton of, technologioal improvements; 
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■(v) training of apprentices and Government scholars and stipendiaries; 

(vi) control over the distribution of the products of protected industries 
in certain c-nitingencies. 


.4ns. — (a) As the object of tariff protection is to develop industries and as 
the gi'ant of protection to particular industries undoubtedly imposes some tem- 
porary burden on the consumers and may. in some cases, also entail reveuue 
loss to the Government, the protected industries must necessarily have some 
responsibilities to tlie country as a whole. They must justify ths special ad- 
\antages which ai ' (onlorretl on them not merely by e.xpanding their produc- 
tion, improving the quality of the output and reducing the prices charged for 
their products (though, necessarily, all these will take some time for fruition), 
but by luitilling their obligations to the commimity by helping in the develop- 
ment of other aiieillarv and subsidiary industries and by maintaining a standard 
of conduct to be emulated by other industries which may not come under the 
oi;tegr)ry of protected industries. 


(lA ji) Price Pohci/ otid Price Structure.— The immediate effect of the grant 
■of protection would imdouhtedly be to raise the prices. For. in most cases, it 
;is on account of the compevdively low price.s of the imported goods that protec- 
tion is asked for and it is the object of protection to raise the prices of imported 
floods to the level of local cost of production. After sometime, however, it 
should be possible for the i>ro(ected industries to introduce improvements m 
tlieir methods of [/roduction and to train up workers in the technical processes 
and also to devise methods by which any defects in the raw materials can be 
iieutralLsed. The cumulative efiect of all this should be to introduce economies 
in the cost of production. These economies should, in course of time, be passed 
on to the consumers, and it is expected that the protected industries would 
follow this poliev of their own accord. In any case, the Government should 
alwnvs keep a constant watch over the price policy of the protected industries 
and/if necessarv. the Taritf Board may be aske.l to review the cases of the 
protected industries at stated inten-als. In view of this and also Jiaving n^ard 
to the growing public opinion, it is not necessary that any official 
control should he exercised over the price policy of protected industries, apnu 
from anv price control that may be instituted by the Government m emergencies 
like tliose brought about by the last War and the post-war developments. 

(ii) Wanes and Conditions of Labour.— In view of a large number of enact- 
ments already passed by the legislature with a view to improve 

of labour and stabilise their v.ages, it does not appear to be 
anv special iirovision for the protected industries. In the first place, .abom 
bgislation is meant tor all the industries, whether protected or not, and any 
«/ecial obligations that mav be imposed on the protected mdustiies '^is 

regard would create complications for other industries^ nrotectfd h dus’. 

the cffecHve de"i-ee of tariff assistance that may be granted to a protected indus 

ty w"rr bl reduced if, subsequeni to the grant of protection any new burden 
is imposed on the industiy. 

(iii) and (iv) Technological ImpTOvements and Initiation of the 

Tt should definitely be the duty of protected industries to introduce technol g 

r natT" o/ het'' ‘th'^elround's in- 

niethodB of production either by importing technicians from abroad or by 
d-ucting researdhes in their ow’n laboratories. 
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At the same time, it should be the duty of the Goveumenfc elsoi to provide 
every facility to the industries, whether protected or not, to carry on research, 
either in their own laboratories or in Central Research Institutes, ibis would bo 
particularly necessary for those industries, particularly of smaller sizes and re- 
sources, who may not be able to make their own arrangements for resoarclv. It willi 
be necessary, specially for these industries, for the Government to set up a 
number of Research institutes. The action already taken by the Government 
in starting five National Reseaiclr Institutions is in the right direction, huli 
should be further supplemented; 

(v) Training of Apprenticed . — At the early stages of a new Tmliislry, it nuiy 
be difficult to secure technical pei*sonnel from within the country and it may 
be necessary for the industries to import technical personnel from other coun- 
tries. We cannot, however, depend for a long time on foreign technicians and 
one of the conditions, on w-hicn protection should be granted, would he to .ask 
the protected industries to train up Indian technicians and dispense v.ith the 
services of the foreigners within a stipulated period. 

(vi) Control in cases of Emergencies . — Depending on the nature of emer- 
gencies it may be necessary foi the Govenimeut to exercise control over the 
distribution of commodities in the country. Tlie fact that an indiistrv is pro- 
tected does not. however, place it in a special categorv in such an enier^encv" 

^irslion No. 67.— (a) Is it necessary to st’puate that no protected or assist- 
ed industp should engage in any restrictive practice in respect of (i) production, 
(ii) distribution, or (m) prices? 


t.j.— Restrictive practices in respect of (1) production or (,2) prices should 

illy be discouraged. But a definite prohibition of restricti^'o fractices 
not be ill the nnf. nnni I r\ 


(b) What general princijiles would you suggest to regulate the right of 

association or combination of the different units in a protected or assisted 
industry? 

Ans 

generally jjuo h uenmie proniDinon or resirictivo practices 

would not be in the national interest in view of the fact that such iv‘siriotioijs 
may sometunes be found necessary in the interest of the countvv. luvther.. 
restrictions of prodiictions may be forced upon an industry as a result eitlicr or 

tMernal factors of overpiwluction. ]f, liowever, it is 

Ihoufd bf onen' t 'Jf Z '^5' the industry for no valid reasons, it 

should be open to the (.overnment to intervene. As regards prices mention 

M Ve cafe^ of^lt^eT Ind “V''" hy the Tata Scob Organisation 

SupL IiXstn Bef,"re^ ““ , ® SogK*' Syndicate in respect of the 

be oZT° ^'’.“Pf ht'on between the internal units of producton'’ it should 
desirable to prevraTpric^ “cm famine bek'”‘’'‘® "fy he found! 

3 ^ns in order that their acti oiay 

oiaUtriioture of the industriM°recXinrproteotiZ/'‘‘“ ‘he finan- 

turo before it fOT*prttMtbn'’**^ At *tte h'lancial striic- 

taken of the flowing two factored ‘ should be 

either of* nof to “ite inZtL toThlle oapitol““‘ 
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lias been made clear above, one of the difficulties which industries generally ex- 
perience Is inadequate finance and, when examining the financial structure of 
any industry that applies for protection, consideration must be given to this 
aspect of the matter. 

In the second place the fact that an industry may be in temporary financial 
difficulties on account of severe competition from foreign countries should not 
have any significance in determining its financial structure. 

Question N(.-. G9.— (a) Are you satisfied with the present arrangements for 
the standardisation and cuntroi of the qnalitj' of industrial products.^ In parti- 
cular, do you tliink tliot any special arrangements for the control of quality of 
-the products of protected and assisted industries are necessary? 


(b) If so, would you impose this duty on the protected or assisted industries 
through sucli special orgajiisalionL as they may set up with the approval of 
eminent or would you set up any special institutions outside these industries? 

(c) Wliat in your view should be the structure and functions of such organi- 
snlions or iiislilntions? Should they be professionally expert bodies or be 
f.*ompost‘.l of representatives of the different interests concerned? 

./Ins.— Till recently there v/as no muchinery in India for the standardisa- 
tion and control of 'the quality of industrial products. It is, however, felt 
that the Indian Standards Institution which has since been established won d 
be able to fill nj. the gap. It should be the duty of all industries to co-operate 
■with the Indian Standards Institution in this regard. 


UHfeiMM, Iln. TO.-Oo you think that the obligations should be embodied in 
the ivleviint statutes ilealiiig with proteeted or assisted ™ “yb" left 

to be urcsiTibed bv the tariff-making machinery on an ad hoc basis m 
inilivillual case of an induslry scekme protection or assistance^ 

OuchHou Vo 71 —(a) Do Toil consider that any special administrative machi- 
.lei-v is I' eccssin-v to ensure' that these obligations of protected and assisted 
industries are duty discharged? If so, wliat form of administrative machii . 

•woul I you suggest? 

fill Or uoiild vou prefer tlu.t this function should be entrusted to •? 
aviiil of Ihe tariif-making machinery or of any other existing organisation? 

thev are conceived? 

I,, view of the observations made above. irC 

the obligations of the protected '''^\®\afelv depended upon for fuHl- 

statutes. The protected industries ma> be saiei.'s i 

lin” the obligations mentioned above. 

” t finvprnment to be represented on tue 

U i./ absolutely unnecessary , Jj^g jj, order to ensure that the 

z .p» » -i* ”» 

ing administrative organisations will be ^ acceptance of a oom- 

‘"'f at rTtrt'w «stl mLnres and (ii) non-fiscal measures? 

'73 _IJ not what organisational changes would you propose -u 
■the'^:xi:;tg macltet 0” Government dealing with these subjects? 
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Question No. 74. — (a) It has been suggested that it might be necessary to sot 
4ip one comprehensive organisation (partaking of the nature of a Tr^e and 
Industrial Planning Commission) subdivided into suitable branches to deal with 
tihe planning and execution of various measures, relating to (i) tariffs, (ii) other 
fiscal measures, and (iii) non-fiscal measures, etc. Do you agree with this 
view 7 

(b) If so, would you indicate the type of organisational chart that you have 
ill mind? 


Qnestioii No. 75. — (a) Alternatively, would you prefer a series of specialised 
organisations dealing with these particular subjects? 

(b) If so, how would you correlate the functions of these administrative 
'Organisations? 

Question No. 76. — As a further alternative would you favour only one Techni- 

oal Organisation dealing with Tariffs leaving the other subjects to be dealt 

with by the different Ministries concerned more or less in the manner followed 
at present? 


Question No. 77. — Whatever may be the structure of the planning and co-or- 

. p * ^ at you may favour, do you agree that a specialised or- 

ganisation for the tariff purposes is essential to the implementation of a scienti- 
fic tariff policy? 


T 78.--If so. would you agree with the recommendations of the 

Indian Iiscal Commission of 1021-22 that the Tariff Board or the Tariff Com- 
mission sliould be — 


(i) a permanent body of high standing, 

(ii) consisting of members who arc of high ability, integrity and in.- 

partiahty— preferably with a knowledge of economics and a prac- 
tical acquaintance with business affairs? (Paros. :)()2. 'DOO— 
Chapter XVII). ' 

functions of u 

Com'mhston of 1921 9° nn ^ "'‘w A® >-eMmmendations of the Indian Fiscal 
vommi^snn of 1921-22 on this subject? (Pam. 306. Chapter XVII). 

Indit"T«.dV'^BoaMloai?T“®‘‘^" 

t £3 ~ 

(b) If not., what structural or organisational changes would you propose? 

ryisnirrrr.”"''? ••i.'"’ •" 

<i~, I. II i., h.. ass ““ 

avns.-i.riit- ,ir si“s- 
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Quefition No. 84. — Where the procedure provides for an application for pro 
tection. should the application be addressed to Government or to the Tariff 
Board? 

Qu('Htio7i No. 8o. — What modification would you suggest in the present pro- 
cedure to .make it more expeditious? 

Question No. 80. — Have you any improvements to suggest in the Tarilf 
Board's present working methods (including the procedure for public hearings)? 

Que.^tion No. 87. — Do you consider that the Tariff Board’s recommendations 
should normally be accepted by Government and implemented by it? 

Question No. 88. — (a) Having regard to the nature of the duties and func- 
tions intrusted to the Tariff Board, do you consider that it should be placed on a 
statuto'-v basis? 

4 


(h) If so. should the statute lay down only the composition and functions 
of the Tariff Board or also include the general principles governing tariff policy^ 
the general procedure to be followed in tariff enquiries aud the manner of en- 
furcement of thi* obligations of protected or assisted industries? 

(c) To what extent would such statutory provisions militate against flexi- 
bilitv? How could the possible risk of rigidity in procedure and administra- 
tion implicit in statutory provisions, be either eliminated or reduced? 

— J’(i^ Committee of the Chamber feel that the questions comprised 
in Section H (Questions No. 72 to 88) impinge on basic issue of a fundamen- 
tal cliaracter. answers to wliich should provide the angle from which these 
issues should be approached and which will also provide answers to indivi- 
dual questions. It is. therefore, considered desirable to group these questions 
together and deal with them as a whole. 


The deficiency of the organisation of the Ad Hoc Tariff Boards appointed 
from time to time, botli before the War and after, and their failure to meet 
the expectations raised necessitate the expanding of their scope and func- 
tions. The policy of discriminating protection itself was, in a way. negative 
in its outlook aiid inspiration, being of the nature of a grudging concession 
to India’s demand for industrialisation. Apart from the verj- stringent con- 
dition.s laid down i)y the Fiscal Commission, to which reference has already 
been made previousiy, the original formula of the Fiscal Commission laid the 
onus for establishing the claim of an industry to protection entirely on the 
applicant, and there was hardly any chance of its claims being recognised 
unless it could establish its claims covering all the specific conditions which, 
except for a few resourceful industrialists, was hardly possible to do. 

Tills defect in the whole scheme of protection and handicaps imposed on 
the Tarifi Board bv the Fiscal Commission were realised in course of time 

and demands were made by the Indian commercial “Tvy""; LK the 
Government of India for a complete re-or.enta .on of the outlook of the 
Tariff Boaivl and a chanRe in the framework wnthm which it earned o.i its 

ment of India made further enpansion of the scope of the activities 


121 

Tariff Board. These expanded functions are expected to remove many of 
the old deficiencies under which the Tariff Board had to act m the past m so 
far as it was no longer to function as a mere Board of Keferrees ami ^yas i • 
vested with some initiative of its own to pursue an active policy. Subject to. 
the observations made below, these new functions of tlie TarilT Board me 
quite satisfactory as far as they go but. to make the functions effective and 
also to ensure a continued policy the Tariff Board should be reorganised on- 
the lines indient^d hereafter and should be given a permanent status. 

Even so, it is necessary to point out that the Tariff Board cannot func- 
tion satisfactorily on fiscal matters, in the absence of a clear and definite en- 
unciation of the plan and policy to guide it within its limited scope. il>e en- 
unciation of the policy and plan itself must depend on the objective ol the 
attaiumeiifc of the progressive industrialisation on a sound basis, with all 
possible expedition. Once the plan and jiolicy are fully known, the task of 
the Tariff Board will be considerably facilitated, almost as a matter of course. 
Evidently, the formulation of such a comprehensive plan witli an indication 
of necessary priorities, according to the claims of the different industries in 
our complete industrial set up is conditioned by numerous factoi*s of both 
fiscal and non-fiscal significance. Such a task can be taken up only by a 
National Trade and Industrial Planning Commission to wlioni the active sup- 
port by the Cabinets of both tlie Central and Provincial (iovernnients should 
be vouchsafed, in order to avoid any possible complications in future, o\^ing 
to the divided responsibility of the Centre ami’ tlie province.s in matters of 
industrial developments. Such a comprehensive plan is essential to a com- 
plete re-orientation of our fiscal policy by giving it a positive outlook, as dis- 
tinguished from the original negative outlook of the policy of discriminating 
protection. 


Such a plan would relieve the individual industrialists or promoters, with 
inadequate resources a)Kl inform.'^tion at their disposal, from the responsibility 
of making out a case for grant of protection to thy respective industries. Por, 
m the new scheme, which would provide a positive lend to the Tariff Board ns 
well as to the industries, both existing and potential, about the prosin^cts of 
enterprises in which they are engaged or which they propose to take up, the 
grant of protection would not depend very much on the effectiveness of in- 
dividual applications. As a matter of fact, the Plan, to be effective, should 
even indicate the nature of fiscal and non-fiscnl assistance which should be 
given to particular industrie.s and also to the development of industries in 
particular regions. As has already been mentioned )>efore, the development 
of industrie|i would depend as much on non-fiscal measures ns on fiscal assis- 
tance.^ The provision of adequate capital, through specialised institutions, for- 
mulation of a correct railway rates policy, positive encouragement in the shape 
of stores purchase, provision for research etc. ar© factors whose importance 
are )n some cases even greater than the need for tariff protection. Only in 
this way can the present pessimistic outlook of industrialists can be complete- 
ly transfoiroed into one of confidence so essential for the attainment of our' 
objective of quick and widespread industrialisation, particularly in those sec- 

tors where the necessity of harnessing private capital enterprise is considered 
to be. indispensable. 


condition of India’s economy against world background 
of fluctuating conditions, the Plan cannot entirely be of the nature of an un- 

sunnWAntA^'^”? K J contrary ^ a dynamic issue, it mov have to be 
^ supplemented, elaborated, and amended from time to time. The Planning 

fommission. referred to above, should, therefore, be on a high level and estab 

lisfaed on a permanent basis to advise the Government In the matter. Eur- 

^ implementation of the Plan in the logical sequence of 
the vanous measures contemplated as also to ensure an effective and timely 
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inter-dejiartmental co-ordination of fiscal and non-fiscal measures, there should 
be an J'lconnmic Committee set up within the Cabinet of the Central Govern- 
ment. 'Ihe objective of this Committee should be to see that effective inter- 
departmenial co-ordination is secured to ensure concerted action according to 
the plan. 

U Is not considered advisable to substitute such a Commission by the 
Tariff Hoard itself, witli necessary changes in its constitution and scope. The 
functions of the Tariff Board as further extended in the resolution of the 6th 
August. 104S. are by tlieinselves onerous and complicated enough, and the 
effective discharge of these functions do nut make it indispensable to combine 
them with those of the proposed Planning Commission. Evidently, for an 
efficient discharge of the functions of the Tariff Board, as per Resolution of 
the Cth August 1048, will call for a strengthening of its personnel, both techni- 
cal and statistical. The constitution of the Board itself should be suitably 
widened to include a Statistician and an Economist and also a technical mem- 
ber to be chosen from a panel of scientists and technicians from time to tirne, 
according to the requirements of the specific enquiries taken in hand. 


Bengal National Chamber of Commerce, Calcutta 

Quesfion No. 89. — For reasons, explained in the Annexure to these Replies, 
the Committee of the Chamber fully approve of the basic puiposes and objectives 
underlying the Havana ('hortcr on Trade and Employment. 

Question No. 90. — Subject to the observations made in answer to Question 
91. tlie principles laid down in Art. 10 of the Charter, providing for the economio 
development and reconstruction of the backward and under-developed countries, 
Beem.s to be adequate. The Committee, however, feel that the neiiial clarifica- 
tion and the applientioi: of these ideas to such under-developed and populous 
country, ns India, requires further clarification, specially in view of the balance 
of payment difficulties which India is experiencing for about a year now. The 
application made by the Government of India to obtain loan from the Inter- 
national Bank for Reconstruction: — 

(1) to rebuihl her system of national transport and to revital.so her 

coastal shipping, 

(2) to initiate and develop such vital industries as chemical manures, 

and steel, multi-purpose river projects, collective farudng etc. to 
increase sources of employment and gainful occupations- 

and (3) to meet the iimnediate difficulty of India in meeting her foreign 
obligations, to pav for her food bills and such goods as are required 
to rehabilitate her industry and to produce commodities on com- 
petitive price level, 

is not meeting with a satisfactory response. The Committee, therefore, feel 
that, tliough the objective as laid down for the economic development and 
-construction of the backward and under-developed countries has admirably 

placed in the Havana (’barter in terms of the broad objectives cf the U.N.O. 
Charter, in actual application these objectives are not likely to be realised. 

Qnrstio,, No. 91.— The provisions for meeting the demands of the backward 
and under-developed countries and t'heir economic reliobilitation and construc- 
tion have not been very elaborately dealt with in the Charter other than on 
a general basis, such as. balance of payment grounds, States’ power to impose 
restrictions, etc., etc. Unless in the case of countries, like India, the over-all 
picture of trade, goods and services, including the facility of getting access to 
foreign markets and resources in an adequate measure is forthcoming, very 


128 


{fruitful result may not be attained wav^ ^orquantitlTtive reLietiona of 

short term and protective measures m the ^ ^ purposes of I-ro- 

.imports or retaining such raw by ^India ^in meeting her 

cessing in the country. The ^ ^ os^steel building materials, fertilisers, 

Bailw-iy equipments, immediate problem within the next 

indicate a satisfactoiy solution of India s ' Committee, take a more 

.few years. Unless the I.T.O. through its on« under- 

reaJistic view of the affairs wLre the system of tiansport 

developed and backward countries as it is ideal to 

communication and movement are still yyj ■ „£ any 

postulate any measure or degree of satisfaction m the attainment 

■jiteudard of happiness. 

Ouestinn No 92— The Hon’ble the Prime Minister, in his statement of 
Polit on participation of foreign capital in India has n.ade a gemnne gestn e 

of goodwill to the nations of the world to offer ."'t‘°nte "e 
■rebuilding and developing her national economy. It is admitted b> intelligent 

critics, who desire the development of India's economic resources on national 
■and profitable lines, that liie broad statement of policy as 
Hon’ble the Prime Minister, indicating the extent to which India u pu.p.ired 
to welcome foreign investments and assuring them of their continued fruittui 
employment in this country, shows a very practical statesmanship. Ih© 
•answer to this broad statement of policy should be given oy such resourceful 
countries as the U.S.A,. the U.K. and the other European eountrios by opening 
•up factories and establishments in India for supplying her in an adequate 
-quantity the resources and skill of these developed countries. The broad policy 
of protection to foreign investments in national interests as provided for m 
.Article 12 of the Havana Charter clearly lays down such objectives and is one 
■to which India should concur on a very broad basis. But the volume and the 
way in which the application of these high principles are applied in actual 
■practice would determine the extent to which a countiy like India can take 
-advantage of these policies. 


(3tie«ffoii No 93 — Tlie broad line of commercial policy, ns set out in Chapter 
IV of the Havana Ch.arter, is one which should receive general accept nnee. 
But, as stated in earlier paragraphs, to maintain her economy on any basis of 
stability and to maintain her minimum requirements of Food and goods. India 
sUould receive, in a sufficienl, degree, assistance from the T.M.F. and from 
■other countries holding surplus goods and sendees. Unless countries with a 
large population, like India, whose national policy is to maintain peace and 
tranquillity within her country and across her frontiers and which is forced to 
maintain a large Army at a cost disproportionately large to her total national 
mcome. obtai»i assistance from prosperous and developed countries to in.prove 
and balance her national economy on a fruitful level of employment and iiaiiiful 
occupation and can increase thi* standard ot living of her peonle, the result 
•would be to create such a chaotic condition in her borders as will be n niennce 
to peace and tranquillity te the world. The Member Nationals of the tT.N.O. 
and the I.T.O. should have a clearer perspective of their obligatiors to countries 
like India which should be helped in securing a degree of self-sufficiency with- 
in a measurable time and in improving her employment and raising the standard 
of living of her population to the minimum international standard. 


QueHion No. 94.— The relaxations obtained by the Indian Delegation to the 
broad Commercial Policy as envisaged in the Charter are quite favourable. 
The Charter now empowers the backward countries to grant, in appronriate 
circumstances, tariff protection to particular Industries and also provides a 
procedure according to which the contracting parties may seek prior approval 
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of the I.T.O. to the einployuient of any nou-discriminatory protective measures, 
such ns q\jnntitntive restrictions required for protective measures which may 
not be justified on talance of payment grounds. Though the procei^lure of prior 
approval for quantitative resirictions for protective purposes, which was- 
strongly opposed by tlie representatives of India at Havana, has undoubtedly 
been retained in the Havana Charter, all the disadvantages involved in this 
prior approval have been mitigated by making the approval mandatory in cer- 
tain specified cases such as Import restrictions designed to protect Industries 
establislied during the period from the 1st January 1939 to the 24th March 
1948, and those necessary to protect Industries engaged in the processing of 
-aw materials or of the bye-products of tlie domestic Industries. Unfortunately, 
however, tlie posit'on of the numerous industries, both small-scale and medium- 
?ized. wliich were started during tlie period, mentioned before, i.e, 1st January 
19139 to 24tli Marcli 1948, liave become precarious owing to the liberal import 
policy enunciated by the Government of India at various times since tlie 
tennmatioii of the liostilities. As a matter of fact. 15 or 20 groups have 
practically clo.sed down or arc in a tottering state. It is to be regretted tliafc 
even inspite of this clear provision made by the Havana Charter, the Oov- 
-jrnmeiit of India have more tlian once expressed their inability to apply quanti- 
tative restrictions for tlie protection of the war-time industries and the rehabili- 
tation of the industrial economv of the countiw. 

Quenfion A’o. 96. — As has been very clearly stated in tlie foregoing para- 
graphs. it will be to India’s advantage to be a partner in the Comity of Nations 
and a Member of the I.T.O. and to obtain a measurable degree of assistance 
and work in collaboration with the other countries in working the Havana 
Charter and the International Trade Organisation. The policy of gradual re- 
laxation of tariffs and removal of trade barriers is viewed in this perspective. 

.lrisa;cr to Question A'o. 97. — The question does not arise. 

.insivc-r to Question A’o. 98. — Iniiia. being ranked as the seventh of the 
world's foremost countries in traile and employment, has been offered a per- 
manent seat on the I.T.O. Those Nations who made the preliminary drafting 
of the Havana Charter have tliercby accorded India lier riglitful status as one 
of the foremost Nations of the world in tlie field of trade and employment. 
It is the view of tlie Committee of the Chamber that that the functions of 
the I.T.O., the procedm-e laid down for its working and India's position and 
status in the International Trade Organisation liave been formulated in right 
spirit and should be one which may be accepted by India. 

Answer to Question No. 99. — Yes. 

.4nA-2/«’r to Question No. 100. — The concessions granted by India to othor 
countries and those received by her from them appear to be correctly conceived. 

The only modification which should be made in the scheme is in relation 
to concessions in resnect of Indo-Pakislan Trade which were not considered 
at the time in view of the Partition of India having been effected just a few 
montlis hdove the negotiations were completed. The CommiUee feel that tlie 
Government of India should now open negotiations with Pakistan, for the 

purpose. 

An.Hwer to Question No. 101. — Yes. 

.inswer to Question No. 102. — No. 

Answer to Question No. 103. — No. ’ 

Answer to Question No. 104. — Yes. 
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Preliminary Observations 


on 

Havana Charter 


Article 55 of the U.N.O. Charter states— 

“With a view to the creation of conditions of stability and well-being which 
are necessary for peaceful and friendly relations among nations based on respect 
for the principle of equal rights and self-determination of peoples, the United 
Nations shall promote: — 

(a) higher standards of living, full employment, and conditions of 

economic and social progress and development; 

(b) solutions of international economic, social, health, and related pro- 

blems; and international cultural and educational co-operation; and 


(c) univer-sal respect for, and obseivance of, human rights and funda- 
mental freedoms for all without distinction as to race, sex, laugu- 
^e or religion.” 


The Havana Charter, which sets out in detail the purpose of implementa- 
tion of the U.N.O. Charter, aims at attainment of a “higher standard of 
living, full employment and conditions of economic and social progress and 
development,” referred to above. The Nations who participated in the l.T.O. 
Conferences pledged themselves individually and collectively to promote 
national and international action designed to attain the following objectives: 


”1. To assure a large and steadily growjjjg volume of real income and 
effective demand, to increase the production, consumption and 
exchange of goods, and thus Co contribute to a balanced and ex- 
panding world economy. 


2. To foster and assist industrial and general economic development. 

particularly of those countries which are still in the early staf*e8 of 
industrial development, and to encourage the internationaf flow 
of capital for productive investment. 

3. To further the enjoyment by all countries, on equal terms of access 

to the markets, products and productive facilities which are needed 
for th6ir Bconomic prosp6rity mid development. 
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To promote or, a reciprocal and mutually advautageoua basis the 
reduction of tariffs and other harriere to trade and the elimination 
of discriminatory treatment in international commerce. 

To enable countries, by increasing the opportunities for their trade aud 

economic development, to abstain from measures wliich woidd 

disrupt world commerce, reduce productive employment or rota d 
economic progress. ^ ictara 


0. To facilitate through the promotion of mutual uuderstandino- consul 
tation and co-operalion the solution of problems relnfina®V ' 
national trade in the fields of employmeL economic de5pl!?n 

(^ " =:dur 

employment and large and steadUy growing demnnA -x ^ Productive 

through measures appropriate to its poUticsl, economic and Stu 
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With this object in view the Charter further stipulates for systematic col- 
lection and analysis of such information on domestic employment problems, 
trends and policies, including as far as possible, information relating to national 
income, and demand the balance of payments. 

Article 7, inter alia, states that all countries have a common interest in- 
the achievement and maintenance of fair labour standards related to produc-- 
tivity, and thus in the improvement of wages and working conditions as pro- 
ductivity may permit. The .Members recognise that unfair labour conditions, 
particularly in production for export, create difficulties in international trade, 
and accordingly, each Member has agreed to take whatever action may be- 
appropriate and feasible to eliminate such conditions within its territory. 


Article 10 stipulates — 

'•With a view to facilitating and promoting industrial and general economic 
^^evelopment and consequently higher standards o£ living, especially of those- 
countr es which are still relatively undeveloped, as well as the reconstruction 
of those countries whose economies have been devastated by war, and subject to- 
fnrarran<.ements which may be entered into between the Organisations, the 
Or'gaiiisatiSn shall, within its powers and resources, at the request of any 

Member: 

(a) fO study the Member’s natural resources and potentialities for indus- 

^ '' trial and general economic development, and assist in the formu- 

lation of plans for such development; 

fill furnish the Member with appropriate advice concerning its plans for 
^ economic development or reconstruction and the financing and 
carrying out of its programmes for economic development or re- 
construction ; 

(b) assist the Member to procure such advice or study.” 

T to increase greater collaboration between nations and to in- 

JhP resources of the participating countries and thereby to increase em- 
.”^2 of the^Charfer, infer alia, stipulates 

(bl “le inteinational flow of capital will be stimulated “if 

Members afford nationals of other countries opportunities for in- 
vLtmeiit and security for existing and future investments, 

affairs or national policies; 

(ii) to determine whether and to what extent and upon what terms- 
^ it will allow future foreign investment, 

•1 onrl rrive effect on just terms to requirements as to- 

‘“thTownership of existing and future investments; 
he ^o^^ provisions of para- 
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(ii)give due regard to the desirability of avoiding discrimination aa 
between foreign investments. 

So taiing a cleat picture of the objective of the I.T.O. aa envisaged in tho 
Havana Charter, a greater measure of employment, free rnovement “ 8 '• 

and services, increase in the level of standard of all employed '"8 

ers) and maintenance of full and productive employment completes and over^ 
all picture of the world of to-morrow which I.T.O. aims to create. 1 he case 
of the industrially undeveloped countries should receive special consideiation 
in terms of Article 10 hereof. The sources of the federating measures to this 
Charter, if pulled together, may not be to attain such an increased level of 
employment gradually increasing the standard of living and removal of all 
bamers of trade collaborations and services between nations. But as the 
nations' representatives who participated in this international discussions have- 
viewed for a world order of plenty and happiness. It will be fair for such 
undeveloped countries whose industry* though considered have made 
good amount of progress during the last 2 or 3 decades but in terms of employ- 
ment and standards do not conform to any international standards should aim 
at more and fruitful employment of his nationals in various fields of industrial 
activity, trade and commerce, to improve the well-being of the people and 
resources oi the nations. 

As far as the Chamber could make out to realise and attain to any measure 
of progress on the path of objectives us set out before the Nations must be 
placed on a very strong financial footing. Article 21 of the Havana Charter, 
therefore, clearly stipulates that it is primarily the responsibility of each Mem- 
ber to safeguard its external financial position and to achieve and maintain 
stable equillibrium in its balance of payments. 

'JJie very fact that India during 1948-49 had to import a huge quantity of 
food grains at a total cost of 130 crores of Eupees and during the financial V“ar 

4 million tons of foodgrains at an estimated cost 
?! attention and consideration at the hands of 

the I.i.O. and the U.N.O. Not only is India endeavouring to maintain and 
focus all attention to reach a condition of stability in meeting her too,l bill bv 
increasing production within the countij, she is at the same time also making 

of A T to harness water power, increase (he resourcei 

of land and generate electricity with a view to further industrialise the country 
to produce goods and create employment, ultimately to graduallv raise the 

STi”' Gownr„t of India on 

hi. h J to regeneration and rehabilitation of her economy should 

I M F toe ? f ■■'Men ion of the U.N.O, and its various ancillaries, e.g.. 
i.M.lf., the International Bank of Reconstruction and I.T O It is liardlv 

nmdutotee extent of fruitful employment in the 

productive field m Indio the nourishment and standard of living which the 

ilf ® ^ industrial progress, 

compared to the achievement of countries like the U.K. and the U.S A In 

India, organised establishments and industries hardly accounts for 1 per cent 
w the population and coupled with the organisations controlled bv the Central 
Uovemment, the total employment of wage-earners will be less th^ 2 per cent 
fi population. In subsidiary occupation (without taking into considera- 
tion the agricultural occupation of the country) hardly another similar number 

S Committees have stated that the partial employment 

tion^Tn!?- ® r* *1*^°*’^ “T® ^ fraction of the rural p’opula- 

tion India should, therefore, make a special case for consideration of the 

nSmi standard of empK^ent within a reasonable 

SS! 1 yfeaiB when at least not less than 20 per cent, of the 

peculation should be Dtpeoled to be fuUy occupied in gainful occupation, namely 
mdustnes, governmental msifttution and services, Reamed pref^ions anj 


and ancillary trades and 
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vocations nnd in organised and collective farminf^ 
professions. ^ 


The problem of the under-developed countries has been a problem of all 
«.mes not only to world progress but to world security as well. These countries 
Otter tlie mo^t fruitful held for those great nations who desire to annex terri- 
tories and exert their powers. The objective of the I.T.O. has been admirably 
set up in its true context in terms of U.N. Charter but it is sometimes felt 
that progress made in attaining any degree of measure of employment and 
rai>ing the level of standard of the people of the participating nations is not 
progressing fairly ns it should have been. 


Bengal Chamber of Commerce, Calcutta 

Quef!tio)i 89. — Yes: in the view of the Chamber and of its connected com 
mercial and industrial Associations, the provisions of the Charter are unexcep- 
tional and justify India’s acceptance of them. 

Qiicftfion 90. — Yes: The provisos and escape clauses which qualify most of 
the Articles of tlie Charter which are of particular slgnilncance to this country 
adequately safeguard the requirements of India. 


Question 91. — Does not arise. 

Question 92. — The Chamber lias sti\died the provisions of the Charter relating 
to the continued employment of existing foreign capital and new foreign invest- 
ment in India and considers these to be in broad conformity with the policy 
towards foreign capital announced in the Piime Minister’s Statement on the 
subject lust April. Under tlie Charter and in terms of the Prime Minister’s 
Statement, India is adequately safeguarded. 


Question 93. — Yes. 

Qtieslion 94. — Does not arise. 


Question 95. — No — in neither respect. 

Question 90. — Yes: The Chamber further recommends that in the intgrests 
of licr status and position India should make a point of becoming an Original 
Member of the International Trade Organisation. 


Question 97.— Does not arise. 

OucKtion 98.— So far as it is possible to judge at this stage, in the Chamber’s 
view tlie functions and procedure of the International Trade Organis.ition as 
laid down in the Havana Charter are suitable and acoeptab e. As already in- 
dicated. India’s p.)sition and status in the Organisation would be enhanced by 

her becoming an Original Member. 


Question 99. — Yes. \ 

r, inn Xn- These on the whole, have been satisfactory though 

I'iie bil-Tj^-d .J ement" recently entered into by India with some of 

Xe smanlr westlrl; countries, involving inter-Government purchases, have 

not been as advantageous as might have been hoped. 

Question 101.— On the whole, yes. 

Oiipstion 102. — No comments. . , . ^ i 

// y- in^ No- Though it must be pointed out that commercial mtereste 

QueUion ItH.-YeB, subject to periodical review. 
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Hindusthan Chamber of Commerce, Calcutta. 

Preamble 

The terms of reference restrict the activity of the Commission within a 
•certwn specified heads, in elucidating them, mv Committee feels they must 
be given an allowance of margin of movement as proposed in Clause 5 of the 
Circular letter of the Commission, which states “the Commission will welcome 
statements on any relevant point whether included in the questionnaire or not”. 

Since 25th June 1949 certain stalwart events like the devaluation of rupees 
and clogging of Indo-Pakistan trade relations have cropped up; any exami- 
nation not considermg the said factors into account, would land us 'in some 
Cutset ^ conclusions, for the sake of ))rudeuce it is best to avoid at the very 

nf observes that the proviso, '‘to examine the working 

Ice to Protection of industriel 

l> we could not afford 

to foiget that the fiscal policy of the Government of India under the British 

SdustTies trad^itio^fs ?T^ Parliament or the vested interests of British 

is fuliv effee^J I ! ^ /circ were carried into full effect and this 

IS iuil> effected m the pronouncement of Ijord Morley in 1910. “the state funds 

S^mnd familiarising the people with such methods of production 

as modern science ana the practice of European countries can suggest C 

thir Ki’ound ™’'st not be eraduoted on 

StSi t’®' ES; 

morally indefensible’’ Tho Tmr. m i to politically, economically and 

tzt S-S *sr-s 

■commitments made in the HAVAN\ CHAIiTFU nn vv^^i i ™ 

proHeT'S^nl Con.™re‘’fhl^st.ntrb^^ 

g t, be speoially‘ren,embe1:i 

free movement of gold, and consequently movine io Z kZZZ ■ ““ 

market, we hove had to depend upon the old svsie^^M L, , *^ 5* “‘®™at«nal 

name of managed currency. If L, the old sb^lf^pobLal fo*’’" 
be examined in modern light with sufficient margin frf Ik • economy must 

moMeations. The enviable position which India lamed dilrins vr?** 

n. from a debtor to a creditor country has been ehargld^rf on 
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being changed. Here, of course, the sfaUis quo of 1928 is coining back with 
the added disadvantage of an unbalanced budget mainly due to excess of im- 
ports over exports. Our purchasing power for foreign currency would be 
jeopardised when the credit balance in sterling securities would expire. My 
Committee further observes that our suggestions would be tinged with certain 
amount of imperfections if we fail to implement the present day Indo-Pakistan 
trade relations. The Fiscal Commission of 1922 suggested for an undivided 
India, which possessed unquestionable monopoly in jute, tea, mica and partial 
monopoly in manganese. The said Commission worked under the fostering 
care of British Bureaucracy which received its directive.s from the British 
Parliament. The present set up finds us in a country which is independent, 
but linked up with U.K. in monetary ties and it has placed us under a condi-» 
tion when our trade conditions have been reversed, that is, excess of imports 
over exports. We have to manage excess imports under a world wide tight 
monetary conditions, almost losing half of our world’s monopolistic condition 
in jute and about to lose in tea due to China’s reawakening and with a^ serious 
problem of shortage of food, variously calculated and averaging five million of 
tons per year saddled with an increasing population at the rate of half a million. 


My Committee therefore expects that the members of the Commission should 
grant it a license to examine the references in the context of the new environ- 
ment. ignoring it would mean ignorance of real situation. 

My Committee would like to remind the members of the Commission the- 
two glaring characteristics, the phenomenal poverty of the people and the 
potential resources. The quarterly Review of April, 1917. rightly 
"if the wealth of India be evenly distributed would not suffice to 
population with the necessities of bare existence”. The mtervenmg penc^ 
t^hree decades have only intensified the situation by an ease of 15 crores 
population and a currency inflated to 400 times. The needs of the P“P « 

Lot be met as ports are closed and interna prodnct.ons are 

stricter erasp due to monopoly position. With the withdrawal of Bntish ot 

foreign capital from India since the last few years, Indian f .“PL'strial 

The Commission may remember that India has had never pountrv came 

proper^yTo called, the initial capital to tap resou--,:',f Zfie caM 
bom England through the Managing Ag^^Jy^^jT^LcUrs who earned fortunes 
mercantile capital. In India, grew up “ “ ^ rdependence, these 

My Committee, could not submit tWr tba 

naire due to illness of our secretary and now ic one 

memorandum. 


131 

Questionnairo 
PART I 


Section — A(I) 

The population of India dependent on agricnltiire wns 35 per eent. in 1835, 
it rose to 65 per cent, in 1872 and to 75 per cent, in 1940. The fiscal policy of 
the last century coupled with the British mercantile policy, the vocational 
eqilibrium of India was very much disturbed. Due to compulsory character 
imposed upon us from outside, agriculture indiistry in India was never a pros- 
perous enterprise. The future agricultural policy must be directed to the 
satisfaction of the internal needs in the shape of food and other primary products. 
The large scale agricultural operation for raising oil seeds of all kinds to build 
up new industries like paints and varnishes must be conducted on a corporate 
planning on national basis instead of as an enterprise on profit taking venture. 


The outbreak of the war in 1939 recognised the importance of agriculture in 
India with its vast possibilities. In pre-partition days of India, India enjoyed 
a world monopoly in jute. In cotton, her position was next to that of TJ.S.A. 
Within the course of last two years, that is, since the days of our independence, 
we have now to face serious competition from Pakistan. Admitting that 40 
niillhoi acres of fallow land might be improved upon and our Indian Ihiion would 
again be self-sufficient in her raw materials, it is now desired tliat there must 
be complete halt on the exportation of raw jute. As to cotton, in pre- 
partition days, about 40 per cent, of our tot.d production wa.s absorbed by our 
mills The future fiscal policy should so directed that Indian mills ‘must 
get their supply and consume and so long India is not self-sufficient, all export 
of cotton from India to outside should be stopped. Next arises the question of 
competing the world market. In jute, our factories might still remain in 
virtuous monopolistic condition for some years. But in cotton we might lose 
our hold on mtemationnl market. The policy of the Government of India thus 
must be directed to foster these two crops by bonuses to the agriculturists by 
wy ^encouragement. Following the introduction of protection, sugar cane 
“ade enormous progress, outstripping even the annual consumption of 
the country. ^ Modem plants now established all over the country are ensuring 

capacity in excess of our requirements. TobaccS 
n f ‘t There is ample scope for improvementi 

important^ It k plantation crops, tea is most 

f J remembered that during the war rears, India virtually 

dommated the world market of tea due to her monopolistic position. With 

petition from that side. Our policy for future should accordingly be guided. 

8(rriculture T. orthodox nature of our 

Sit 1;, J d \ and gardening along 

h it. In pre-war days, India had the largest number of cattle due to indis 

criminate slaughter, the number has been much reduced no statistics beina 

w Pfffume that the present number is not suffiS fo^^f 

^^ose. We need cattle both for our fields and also for milk production The 

more food campaign started during the war years failed Lt because the 

produc^ were unwiUmg, but because, the more production scheme could not 

tra^nd ^de“r:M^T 

Most of the war deyasted countries of Europe are attempting to make themselyea 
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irce so far food question is concerned. The future policy of India must be 
framed from this view point. In past years, Indian a^culture was reduced to 
the position of serfdom to supply food and raw materials to Great Britain and 
to other European countries in exchange she received her requirements in manu* 
factures. Indian industrial policy is indissolubly linked up with agriculture. 
Our future agriculture policy must be earned on an enterprise basis, with 
modern cquipiuouts on an intensive scale on vertical lines, gardening, farming, 
daubing all combined. Curiously enough, over a period of thirty years or so, 
during which density of population increased steadily and the price of land rose 
high, the size of our culturable waste did not shrink. The partition of India 
requires urgent Government attention both for food and commercial crop to 

this direction. 

Mfcbiin’cal farming is not tlie need of India as it would virtually create 
another menace iu unemployment. But the system of farming niust be im- 
proved on co-operative farming basis on an intensive scale with the help ot 
li.o.lern tertilisers and with easy facility tor marketing ehnimatmg all middle 
class dealers between the consumers and the actual cultivators The two o 
wars have improved the lot of our cultivators. Previously, they were hoi^e- 
lesslv in debt, and all agricultural holdings were 

Now'we come to long term agricultural policy Due to food crisis and ’^or a e of 
raw materials in jute° and cotton, India of to-day apprehenses a 
of the W'hul.' eeononiie system. To improve the situation, we ne. poljCT 

iiieiital nriucinles (1), a clear conception of the aim (aim) beh nd the policy, 

i2j a long tern, palicy to implement the same, if need be, 

ll/i,nges.° In our Indian life, agriculture has occupied a prominent phee to 

food reienne and also for raw materials for our as 

1 eeds are still more urgent. Three courses are open to us to regard agrtculture 

the main source of national strength, or to ^ My 

s;si;x iSXSi: S' 

:'i“! 

Si' r -E;* rsiiss 

mcreia! agriculture croatmg a ?■■>“ ?“ S the <=ase it, the past. Our 

^rnt't^fdlerf^^ halan^ o^trade in 

international transactions. 

The present day importance of food .-blem drawn^us -to^tlm 

uorld prices and unless ^he pro-ress of India in Industrial lines 

Committee thinks p o .... „_ints out the need 


being as uc c- offered to our pronuceis 

B.it. sumcient bonuses u i.t >0 otteiect^ ,,^pe\itive wor 

be when sufficiently 

and still it would bo cheaper as it would 


raised would sell al* 
not have to pay the 


the W01 

freight charges. 


Granting that our long 

•^;:in';oXm ^ agHeuUure alone. The 
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economic life is an organic whole. The ill in one part naturally affects another 
part. So industry and agriculture are co-related. “Both in turn are depen- 
denti upon a well planned and well organised banking and currency system os 
well >is efficient transport and communication facilities." The type of £gri- 
culture we aim at to establish in future with the help of State regulation of 
production is a public utility service. My Committee is quite sure that this 
arrangement could easily be effected without any unnecessary disturbance in 
our social life. The plaiming of agricultural production must be linked up 
with corresponding industrial production and these two again should depend 
upon planned currency and credit organisation. The first item in the plann- 
ing must be the ascertainment of our food requirements of our population on a 
regional allotment basis neglecting all provincial autonomy considerations. The 
next aim should be an international marketable, surplus of commercial crops 
after meeting the needs of home industries. Scientists should be employed 
to advise the agriculture department regarding erosion, fertilisers, crop dis- 
eases and other co-related matters without which agriculture on intensive scale 
would be an impossibility. State susceptibility in this respect must be fully 
eschewed in the context of world events. History has conclusively proved 
that private enterprise in agriculture is a failure, ‘if it was true in America 

and modern States of Europe, why this truth should remain a taboo in our 
system of agriculture. 

Questions. 

1. This has been fully answered in the preamble and the preliminarv dis- 
cussion that follows it. 

2. Production.— On Public Utility Service basis Field operation will be 

conducted on co-operative farming lines, Management must be conducted on 

business enterprise basis with sufficient bank facilities and care must be taken 

that Production must not be scraped as waste to avoid controls and Income- 
iaxes. 


. 6onsumptio»(s — The first aim should be national self-sufficiency on mini- 
mum cost on utj% basis. The surplus amount might be marketed overseas 
with whatever help it needs from the State. Remembering that apiculture 

diminishing returns, its production should be 
stopped as soon as the least sign of it would be visible. But as regards 

“.d “q^reTlTth’: SoT"' 

BeterNT Eed'chmi., Cotton' S. 

3, It is not possible to estimato the future at present 

wi. ‘"S.* eVT£''i£"X?' 5“ 

al rather than industrial: Large aiSunte of commerci- 

WK Tb. j. .rB2;4 s » 
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diviilfiid?.. The reports oi. 41 British controlled jute mills with a total capital 
of million sho.ved profits nearly £23 iiiilliou, iu addition to £19 million 
curried to reserve fund, Mitchell — p-2B4). From 1922, the predomi- 

iiu’it character of Indian Tari;'! Problem has been Imperial Preference. This 
gave Ifritish j)roducts an advantage over both non-British and Indian products 
i!^ the Indian market. in 1032. under the Ottawa Agreements, Imperial 
Preference was thrust upon India in the face of adverse vote in the Assembly. 
During the period of 1929-33, the value of Indian exports fell from 339 to 135 
crores; the ^al^le of imports 260 to 135 crores. Miss Kate Mitchell remarks, 
“this gold drain from the past savings of the masses of Indian peasantry meaut 
a still further impoverishment of the Indian market and a corresponding de- 
pression of Indian industry.” 

6. (i) Paper, specially in newsprint; dairy products. Heavy chemicals, and 
6oa)» industry. 

The cai)ital must not be mercantile capital. A certain provision be made 
for the Insurance Companies to lend the Industries. 

7. So far the present outset is concerned. India is specially fitted for small 
indu.>tries. Every village in pre-British days was a self-sufficient economic 
unit. Indian exports consisted of fashionable fabrics and wares. The im- 
portation of cheap machine-made goods from the middle of the last century 
created a full economic disintegration. Indian agriculture lost its balance m 
village industries. Her agriculture conducted on subsistence basis drove the 
countrv to verge of slavery. Even to-day. Indian labour employed on large 
scale industrv is onlv 10 i)er cent, against 90 per cent, engaged in cottage or 
in small scale indnkries. Another important feature is that mdegenous 
Indian capital is limited. This small domestic capital naturally seeks em- 
pkynient in within the villages in small scale industries. Our Indian pea- 

santrv has ample leisure. _ 

S,n.ill scale industries thus cun prohtabl.v employ farm hands in ‘“e"' 
period bv whicli both the industries might help each other, tran-po 

cnarges n.av be minimised it our villages can supply all "’.r- 

Dlemcnts locallv and be in position to mend them too when out . . 

h orenver. machines in India are costly, hut labour is Jf nge 

Ls alone strong enough to support cottage industry, self- 

difficult, v can easily be passed over if we can make our 1 d 
Bufficiont within our own boundaries. We gjve a list oi c g 
hereunrler which can profitably be undertaken at once. 

...rs, 

or iron. razQr. blades, knives, forks, pen, scissors. 

There slioiild lie a perfect protection under a P''°‘,^';h'''’i 5 ’'''e*Isenti,il, 

S,„<n7 7 oo/8,-This is a spliere. the ‘ ^1," d the like Metal 

The items are i-Haiid saws. Pincers, ?P*'Xo'„^d b retganised to undertake 

VVorkiniz Tools: Tile Ordnance factories should be 

mis class of work and sufficient protection must 
countrv self-snfficient under this head, 

si, prto,?, -Asbestos rope and asbestos boiler hiimg « P ' 

Glass li-crr and Abrasives .-Glass Ware particularly for gla.mg 
and domestic drinking glasses. ^ 

e.ce^r%:JMis'atnTarLd— ^ situation grave rendering the 

whole country malarious and uneconomic. 
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It is to be remembered that the craftsmen and the artisans had their place 
in village economy where they exchanged their products for food and raw 
materials. The restoration of cottage industries would relieve the pressure of 
population on land and capital bringing back the balanced economic position 
In our body politic. 

8. The interdependence of the two would increase the efficiency of each 
other. Where large industries are established, small scale industries might 
meet the domestic needs or be engaged in by-products. 

A (II) 

9. All the three as the circumstances would warrant. This has been 
argued. 


10. Heady made cloths. Indian curios, Indian arts and toys, Indian silk, 
Indian paints and Indian brass wares, ceramic goods, cutlery, wire-netting, 
•expanded metal, scales etc. 

11. This should be considered from another view-point. Our member- 
firnis. who get supply from big iron industries for small tools etc., are need- 
lessly suffering. The big industries themselves enjoying the benefit of pro- 
fcction demand fantastic prices and fantastic conditions which are hampering 
"the small scale industries. So, my Committee considers that big iron indus- 
tries should produce rails, fish plates and so on but they should produce suffi- 
cient raw materials for cottage industries as enumerated above, 

12. (a) For raw material, the Government should take particular care. 

I'b) The Goveniment. technical Schools should supply the technicians. In 

the matter of recruitment for training technical Schools boys of the Particular 

Craftsmen should be given preference as has been done in the School at 
Jhargram. 

(c) On Guild basis. 

(d) Small and locally conducted under the supervision of the master-crafts- 

^ipplemeDted by yilliige co-operative Banks 
and block capital of Insurance Companies. 


(f) Co-operative basis with Government help, 
market, through our foreign consuls. 


If it of international 


As for any other assistance, the industries themselves would apply and 
a^/ tTa,.ge““cale’'1„Sries‘:' competition betwLn it 

Section B. 

.on™en“S thTFtd Co?:miSo“^, nf 'L' 

produced under some major indusrarCds The only "sound basis 
Ind.« can demand protection is the claim for se« sSenoy It 
remembered that, international commerce tetween nations that are Pm?nl ^ 
status enjoy equal opportunities of making free contracts thnf ^ * 

wtoiy ji™. ^ M.rsSSMS'ta'Si £.* SUXItaftSS 

cal"*” ” 
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India has two specialities. It is a country which possessed its balanced 
econor^y agriculture versus cottage industry which render^ the country tSv 
self-suftcient. as be quite evident from the early despatches of The eS 

India Company who failed to dump any English article in exchange for the 
products of the country. The second special feature is that it is a^country of 
small capitalists. I mean Industrial capital of India was never very big Its 
merchant capital or finance capital were of considerable amount. That is whv 
Indian merchants whenever they invest any capital, they always expect big 
turn over j>er hundred and not big turn over on the gross amount As we 
have noted above that after the first World War, India was fuUy supplied with 
both Indian and foreign capital, because the returns were fabulous. After 
the second ^\a^, Indian industrial capital is not forthcoming only because the 
capital is either mercantile or finance which expects big percentage and failing 
to get that amount it is coiling under horizontal trust on monopolistic basis to 
get the greatest profit at the cost of the country. My Committee gives somo 
instances below. 


Smjiir hi<lus(ry.—Thii sugar industry applied for piotecfciou in 1930-31- 
The second sugar tariff board stressed the need of manufacturing power alcohol 
and also rationalisation. Within five years, from the date of protection, the 
industry made immense progress and became self-suflficient. In order to stop 
competition, due to tbe fall of prices in sugar, the Indian Sugar Syndicate was 
formed in 1937 among 90 Mills. The Syndicate approached the Government! 
to curtail production to overcome internal competition. The Governments of 
U.P. and Bihai made it compulsory for every mill to have a certificate by the 
Siifff.r Factory Control Acts and this license was issued ouly to the members of 
the Syndicate forever stopping competition. The enviable position of the in- 
dustry stands to-day as a menace to the country. My Committee thinks that 
sugar now must be produced along with power alcohol on competitive basis 
including external market not only for home market but also for overseas. 


Thu Cement Industry . — The industry has made phenominal progress since 
1925, when its output was 360,000 tons and in 1937-38. it became 1,16,91,000 
tons. The various cement companies merged into “Associated Cement Com- 
pany Ltd.” in 1936. In the boom of 1936-37, several new companies were 
floated, the biggest being the Dalniia Cement Company Ltd. Then A.C.C. 
and the Lalmia Cement Company came to an a^eement preventing competi- 
tion. T;i order to run the industry on monopolistic basis, Cement Manufaotu^ 
er’s Association was formed. The Cement Marketing Company was fonnea 
:fco regulate sale on a quota basis for the member companies. Thus protection 
enabled them to put on a clog to increasing returns and competition. 


Cottage Textiles — Buchanan states — “India ranks fifth in the number of 
spindles fourth in the quantity of raw cotton, third in the number of persons 
emploved.’’ A large amount of capital has been employed in the cotton th^ 
in any other factory industry. This industry now stands m a 
tion due to the sacrifices of the masses since tbe days ^ ^ 

is now desirable that this industry should meet the demand , 

receivin" a reasonable amount of profit which must be considered fro 

outlook and not from financial point of view. Failing ti.s, partial open- 


ing of Port is needed. 

Salt.— Fort must be opened, otherwise it would also result in trust. 

Iron and Steel Indvstry.— The iron and steel industry 
protection. The principles on which duties were /i^routbreak 

tween the C.l.F. rate and the Indian manufacturing cost. industry. 

o7 the Second World War. the iron and 

has received enormous favouritism from the inerease its product not .onlj 

be asked to rationalise m such a way that it would merease n P 



to make the country seU-sufficient but for also. But as we 

have stated above that the industry must restrain its activity to pve 

faofoiy maximiun output; it should not confine itself to goods which we have 

named before. 


The Paper Industry.— -Protection is still needed so far newsprint is con- 
cerned. 


The Match Industry . — Taking advantage of the protection, a gigantic 
Swedish Combine has now established itself in India. This Trust has 
lished itself solidly and it dominated the match industry in India. The West- 
ern India Match Company is merely the Swedish Company under a new name 
working as a public limited Company. In ten years, about 30 Indian. factories 
had to be closed down, and IX-of them being in Bengal. My Committee 
thinks tliat protection for this industry should at once be withdrawn, because 
the Indian producers, who wanted it, being not in existence. 


The Chemical Indiistries.—The question of protection was referred to in 
1928-29. In the interests of Imperial Chemicals Ltd., the protective tariff is 
not necessary. Of course, the present war has opened up vast opportunities - 
for the development of our chemical industries. For this view, foreign internal 
competition must he eliminated. Our heavy chemical industry is only in its 
infancy. Its development needs a planned policy. It is desirable to develop 
an all round chemical industry, even if we have to import some of the raw 
materials from abroad. 


The Cinematograph. — Becently, the industry has made immense progress. 
It is high time for our Government that they should altogether put sufficient 
protection sc that no foreign picture films be imported to be shown in our show 
houses. In the meantime, the Government should try to produce raw materi- 
als within the country and so long not possible to admit them duty free. The 
other industries which require protection are Cycle, Tanning, Motor and 
Airplanes. 

S’bgtion — 

My Committee fully agrees with the Government Policy that a prudential' 
control must exist so long we can not go back to Gold basis in external transac- 
tions. So my Committee suggests that we must aim at self-sufficiency. Our 
International Trade must, be conducted, whether uni-lateral or multi-lateral, on 
Gold exchange basis. This will serve to stabilise our currency both ixitemally; 
and externally on parity prices basis, removing forever the fear of securing 
foreign currency. To do this, we have to open our Ports to receive gold and 
to conserve our own gold production. 

So long the system of granting quotas would remain in vogue, my Com- 
mittee thinks the Government should take into consideration of the unbalanced 
.traders, uprooted due to the partition of the country. They should not be 
treated as strangers to trade, if they could prove that they had sufficieufl 
experience in the line or lines they apply for. 

As to export control policy, my Committee thinks that the Government 
must keep a vigilant eye. The only one thing my Committee wants to point 
out here is the injustice which is being done to the Port of Calcutta, the first 
one, being in kind. In the name of giving to some, chance, it would not be 
prudent to divert Bengal Jute to other Ports, and if new hands are to be 
fevoured over the old Shippers, many new firms with sufficient guarantee of 
business must be given preference over others who deal in many commodities. 
Our roembftr-firms in Jute suffer because they are new, though ffnancially very 
sound and on mere technical ground their contracts were refused. Sufficient 
protection and care are needed in this direction. 
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PAKT II. 

We have submitted our answers on the questions. Still my Committee 

• desire to point the following facts for the remembrance of the Commission. 

The Bretton Woods Conference held in July 1944 suggested United Nations 

• organisation in Banking and monetary affairs after the war. 

The United Nations Charter, June, 1945 in chapter IX — Suggested Inter- 
nation.il Economic and Social co-operation. "With a view to the creation of 
stability and well being, the United Nations shall promote higher standards of 
living, full employment and conditions of economic and social progress and 
development. In the While paper of the Department of State Washington, 
j>roposals for consideration by an international Conference were drafted, in 
November, 1945. 

Havana Trade Conference in 1948 only ratifies the schemes. My Com- 
mittee only suggest that these should not be another snare to tie us with the 

• economic wheels of Anglo-American economic imperialism. 

JATINDEA NATH MITBA, 

Secretary. 

'Hindustlian Chamber of Commerce, 

14/9, ('live Row, Calcutta. 


Replies to Part II of the Questionnaire Oy the Hindusihan Chamber of Com- 

merce, 14/2, Glivc Row, Calcutta. 

Question 89. — In the present day economic set-up, when there is no free 
movement of gold and no fixed international monetary market, it is the only 
ideal condition under which an equilibrium of international trade and employ- 
, ment can l*o brought about, is the considered ^iew of the Chamber. 

The Committee further add that it is a bitter experience that U.N.O. is 
•foiling ])rorerlv to safeguard the interests of the weaker nations and this also 
'being a bye-product of the same, the Committee only suggest that proper and 

rational working out must be provided for. 

Question i)0.-Chapter III it sincerely executed would be ^ 

world wide economic development, not on the basis of Tj-ote^tion 

■Free Trade, but it must be construed more on the basis of scientific p 
and national efiiciency and maintenance of parity of prices mternaii, . 

In case of India, full scope should be given to article 14. 

Question 92.-The terms so far laid down are not disadvantageous but a 
very liberal and friendly view must be taken if India is to be well equ po 
her international trade relations. . . rrh 

Question 93.— The Committee could not subscribe to all - .g 

■‘’'“Zlou 95.-The Conrurittce consider that it is impossible to guess any. 
Practical working out would be real test. 

Question 96.-The Committee think that general provis.ons are atag • 
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The Mahxatta Chamber ol Commerce & Industries, Poona, 
hav- desired me to address you as under;— 

srs:;s. ■xEi-S 

,ex=.m:..ed the question of proper fiscal pohcv for Ihe country m all ts a.p-ct 

The Connnittee are of the view that if India were 'seabed 

•Charter in advance, the scope of your Commission s work will be oircumscnb 
:by its pLisions. As a rcLlt, a free and independent recommend, i^^ion of a 
proper Leal policy from a national point of view will be an impossibility , 

Further the Committee of my Chamber thmk that the question of securing 
• one of the eight permanent seats in the first Executive Board of the BJ O, 

■of minor and absolutely secondary importance in the context of a 
and proper consideration of a right fiscal policy for India The prior formula- 
tion of fiscal policy is far more vital than the doubt ul ut. ity ‘he inter- 
national prestige that the countrx may attain hy hastily ratifying the Onnrter 

rinder reference. 


They, therefore, earnestly request that the above view which raises a 
fundamental issue should be duly considered by the Commission, while 
formulating their final findings in the matter. 

If, inspite of the above considerations placed before you, your Commission 
-decide otherwise, the Committee of my Chamber have following views to 
forward regarding the questions pertaining to the Charter: 


A perusal of the Havana Charter, reveals that though it incorporates some 
improvements in the original “Proposals for expansion of World Trade and 
Employment”, initiated by the United States Government in 1945, still the 
Charter remains most inadequate for the requirements of an economically 
backward and under-developed country. The Charter has been formulated in 
the background of the requirements ior the development, growth and expansion 
'of world trade from the point of view of an economically most advanced 
country like the U.S.A. It is felt that this eagerness of the U.S.A. is almost 
•on par with that of England for free trade in the 19th oenturj'. The Com- 
mittee of the Chamber would like to note this, their general observation, before 
they proceed with further remarks. 

The basic purpose and objectives underlying the Havana Charter are 
generally unexceptionable. Difference of opinion, however, arises on a detailed 
•consideration of the various Articles of the Charter. The provisions and safe- 
guards laid down in the Charter for the economic development and reconstruc- 
tion of a backward and under developed country like India fall far shoH of the 
latter’s requirements. 

The automatic approval of the I.T.O., to restrictions, which India may 
decide upon to impose for protecting her industries should not merely extend 
to those, industries established during the period from January 1930 to 24th 
kforch 1948 or to those engaged in the processing of domestic rew material or 
of the bye products of domestic industries : but should extend also to all res- 
trictions designed to protect or assist all indxistries established for the exploita- 
tion of primary commodities, minerals and other natural resources irrespective 
•of their date of establishment or their employing higher technical skill. 

The word processing as interpreted in the Charter is most restrictive and 
narrow ^ and is very inadequate from the point of the requirements of an 
•^oonoxnioidly backward country like India. 
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Further, the procedure laid down for securing the I.T.O.’s sanction to the- 
grant of protection or assistance to industries not covered by exceptions is nob- 
only dilatory but makes the contemplated measure hinge upon the votes of 
other countries some of whom may have conflicting interests. India’s all out 
effort for the rapid industrialisation of the country, therefore, will be hampered, 
if India were to adhere to the provisions of the Charter in this behalf. 

While the broad lines of the commercial policy as set out in the Charter- 
are generally acceptable, it however does not satisfy the requirements of India. 
The Committee of the Chamber feel that India will have to resort to quantita- 
tive controls of imports for some time to come, with a view to protecting some 
of her industries. And since the Havana Charter is to be ratified in to it ia 
feared that such action on the part of India will not be permissible. 

As regards the conditions proposed for the continued employment of exist- 
ing foreign capital and new capital investment, the same appear to be fair 
and there seems to be sufficient latitude given to member countries to persue 
their respective national policies in that respect. 

As for the concessions granted and received by India under the General 
Agreement on Tariffs and Trade, the Committee of the Chamber feel that the- 
same could have also been effected even by way of bilateral agreements. 

In conclusion, the Committee of the Chamber once more reiterate that- 
uJiless a right fiscal policy for the country has been evolved and unless the 
provisions of the Havana Charter examined in the light of such fiscal policy, 
India should not hastily approve the Charter. 


The Indian Merchants’ Chamber, Bombay 


I am directed by the Committee of the Indian Merchants’ Chamber to- 
refer to the Commission’s Letter No. l-Fis./A(5)/49, dated the 25th June 
1949, forwarding a copy of the Questionnaire issued by the Commission and 
desiring the views of the Committee on the scope and purpose of the future 
fiscal policy in general and specifically their replies to the questions raised 
under different sections of the Questionnaire. 


2. The need for formulating a fiscal policy appropriate to the post-war needs 
and conditions with an adequate machinery for implementing it 
recof^nised in the statement of Government’s Industrial Policy published m 
1945" and the same was re-affirmed by tbe 
April 1948 The terms of reference as stated in the Resolution No. 
require the Fiscal Commission to examine and review the working of tue 
existing policy of the Government of India with regard to Protection mdus^ 
tries since 1022, when the last Fiscal Commission laid down 
popularly known as the policy of d'^erimmating protection Bes.fe^^th^ 

rTi;:re«:ts"rn indterJaL*^^ rrrt^ 

ES tngV™ ■ 

implement the policy formulated for the purpose. 

, A. we..—- 

s ssytd'is srJ'Ut'Si 5:..-... ». .s.., ■ 
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the scope of the enquiry entrusted to the Fiscal Commission. It is difficult, 
iiowever, to state from the wordings of the terms of reference as they stand 
whether the above two aspects are included or not. If they are excluded from 
the scope of the enquiry, my Committee are not aware of the grounds of such 
■ exclusion. For, in their opinion, this is a very serious omission, as the taxation 
policy of Government has a direct bearing and effect upon any scheme of 
rapid industrialisation and the success or otherwise of an appropriate fiscal 
policy will largely depend on how the tax structure is adjusted to the require- 
ments of the industrial policy and programme. This has particular relevance 
to the existing state of our industrial development, in view of the fact that our 
present tax structure is so unbalanced and heavily pressing on our industries 
as to sap all initiative and business enterprise, reduce margin of saving and 
dam the flow of investment-capital. In order to emphasize the supreme im- 
portance of a balanced tax structure in relation to industry, it would be most 
appropriate here to refer to the disastrous effects of our existing tax structure 
which has contributed in a large measure, among other factors, to the indus- 
trial stagnation and recession in business activities witnessed today. In 
regard to direct taxation the record of increases in the rates since 1039 should 
reveal the degree of steepness of taxation and the consequent disappearance of 
profit margins so necessary for saving and investment. The increase in res- 
pect of income-tax and super-tax* on companies and individual income-tax and 
super-tax has been by 100 per cent, and more. The tax burden on individual 
incomes has become so oppressive as to leave relatively little surplus for being 
ploughed back into investment and consequently there is little incentive to 
assume risks inevitable in fresh or new' investment. This is revealed by the 
fact that while as a result of the Second World War, the national income of 
India has doubled in terms of money the yield of taxes on income has in- 
creased to nine times. 


4. Secondly, on account of the low profit margins as a result of steep direct 
taxation, it has become almost impossible to raise capital for industrial and 
commercial projects, however sound and promising they may be. That means 
there is little scope for capital formation in the country at present, although 
the need for the maximum amount of capital formation w'as at no time 
greater for an economically backward country like India. It must also be realised 
that high income-tax rates while they may do some good when n boom is in 
its speculative phase are bound to injure the country’s economy when a reces- 
aion has set in. This is the phase the country has reached and the effects of 
the steep direct taxation are causing considerable harm to the whole economy 
including fcnose belonging to the low inconie groups. 


4 .U ff^f^duation of the direct taxes in India is almost as steep as 

that m the U.K. and a little steeper than in the U.S.A., Canada, Australia 
and other advanced countries and thus wholly unrelated to the infant sta^^e 
of mdustnal development in which she still flnds herself, the indirect taxes 
imposed by the Provinces and States without any regard to the effects or 
incidence of the Central taxes, bear further heavily on industry There is not 
only no co-ordination of the policies pursued by Provincial Governments, but 
iij certain r^pecte they encroach upon the powers and militate against the 
objectives and pojjctes of the Central Government. The sales-tax and purchase- 

different provinces in their competitive struggle for tapping 
fnm? have been largely responsible for fettering the progress 

Octro above all th^se the 

duties imposed by the Local authorities have their own 
fihar- in ta^ng industry. Thus, the existing tax structure which has admitted ' 
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the objectives of the appropriate fiscal policy that may be evolved. My Com- 
mittee understand that Government are aware of the inequitable burden on th&- 
existing taxation on industry and with a view to adjust the same to the objec- 
tives of industrial policy have appointed a National Income Commission to go* 
into the question of studying and estimating the national income of the 
country. However, they observe that unless the findings of that Cominission> 
are known and a suitable taxatioji structure is evolved with proper co-ordination, 
between Central, Provincial and Local spheres of taxation, as not to impede-, 
the progress of industrialisation, it would not be possible to formulate an. 
appn.priate fiscal policy. 


6. Another important aspect which seems to have been precluded from, 

the scope of the inquiry by the Fiscal Commission is in respect of foreign 
Ciuiita!. While it is true that the Government of Indiiv have already made a. 
ceiural reference to the question of participation of foreign capital in the State- 
ment on Industrial Policy of April 1048 and that a further clarification on the- 
same was made bv the Prime Minister in his statement in the Donnniou 
Parliament, mv Committee are of the view that since the Fiscal Commission, 
has been appointed for enunciating the long-term fiscal policy of the country, 
thev should have been asked to make suitable recommendations after a. 
thrn.uah and scientific examination of the problem as a whole It is readily 
accepted that the magnitude of the capital resources the country requires or 
implementing tlie diverse nation-building programmes of re-construct;on and 
recoverv makes it inevitable that we should enlist the fu lest co-operation of 
foreioi, ‘capital, inasmuch as the flow of foreign capital would at the same lim& 
hrina with it the requisite technical personnel and know-how and will also 
f 0 Hf. e availabmtrol capital goods' and equipment. In th.s co.meet.on, 
facilitate ■' pv IMme Minister that there would be no discnmina- 

j i restrictions would bo 

» T'“Trs 

placed m me y ^ compulsory acquisition of a foreign 

foreign investments and the Government have assured 

SSSiSBf rsxi"3vs-! X 

interests of the country. 

7. At the same time. the^conditionT'undfr whiX 

tliat it wouid be "ecessai-y j^"-(ur,ction. with a view to safeguarding, 

foreign enterpnse ...Quid be made as a ruie that major 

the national interests should always be in Indiaii hands. 

int( rests m ownership and made by the Ministry of Industry 

However, certain categorical stateme whether the full implications' 

and-Supply 'Lf t.h poHoy '‘T 

ot the policy on For example, the recent statement made 

been properly assessed here of protected industries 'when pro- 

bv the Govemnient that , in^dustrv all the units of that indust^, 

tection is conferred on a automati^^^ entitled to claim benefits, 

whether ;,ej.y pertinent issues in respect of the grant 

:£ :reciarassisranceT enterprises, the ownership and management of which- 

ftm essentially in national hands. 

tion" S?:i^y‘raL7thi. verjr 
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issue, in examining the cases of the Alumiuiuin industry and the Motor-vehicle 
Battery industry. While recommending the payment of^ subsidy to the 
Aluminium industry, the Tariff Board observed: “Pnma facie, it would appear 
anomalous that the Indian Government should pay subsidy to a concern, the 
major portion of the capital of which is held by nationals of other countries . 
(Page 25.) They, therefore, suggested that “it is also a matter for considera- 
tion by Government whether as a condition precedent to the grant of subsidy , 
the Company should be called upon to alter its constitution so as to vest the 
majority of share capital and the control into Indian hands ^sitbiii a reasonable 
period". (Page 25.) Similarly, the Tariff Boanl made the following observa- 
tion in respect of the existence of foreign capital and enterprise in the Motor- 
vehicle Battery industry: 


"Protection o' an industry, whether through import duties or by means 
of a subsidy, imposes a definite burden on the community, which 
is justified on the ground that the development of the industries 
stimulates national enterprise, creates new opportunities for the 
technical training of nationals and provides profitable employment 
for national capital and labour. But the community cannot 
derive this benefit in full measure if the capital control and 
management of important units of a protected industry arc held 
entirely or largely by non-nationals. In such a case, the ]jro- 
tected industry does not become a national industry in the fuller 
sense of the term". (Page 23.) 


9. Besides, my Committee understand that foreign concerns have already 
been allowed to establish themselves in the country, and the cases of some 
more are under consideration. In this connection, they would like to raise au 
important question as to whether the terms and conditions on which such 
foreign concerns are going to be allowed to be established in the counti*y will 
be in keeping with the main point of the Statement of Industrial Policy, viz. 
that the major interests in ONMiership and effective control should always he 
in Indian hands. Both the Honourable Dr. Shyama Prasad Mookherjee, 
Minister of Industry and Supply, in his categorical statement to the Central' 
Advisory Council for Industries and the Government of India in their reply 
to the Federation of Indian Chambers of Commerce and Industry, have made 
it quite clear that foreign capital will be treated on a footing of perfect equality 
in every respect once it is allowed to enter the country. Even as regards the 
principle enunciated in the Industrial Policy statement, viz. that the major 
interests in ownership and effective control should always be in Indian hands, 
the same now seems to have been given up. This implies a radical and a 
fundamental change in the Industrial Policy Statement of April 1948 and the 
repercussions of the same on trade and industry of the country are calculated ' 
to be very serious. My Committee would observe that the Fiscal Commis- 
sion should seek clarification from Government in this regard whether special 
conditions would be laid down in the future to permit participation of foi^ign 
capital in the establishment of industries in India in consonance with the 
principle stated above. In regard to cases of industries where an exception-- 
may have to be made in the application of these conditions, Government 
should clearly specify the list of such industries. The issues raised above are 
m the opinion of my Committee, of great significance in the context of oui 
mdustrial policy and ^l have to be examined before an appropriate I'i^ar 
Policy is formulated. Th^ would, therefore, suggest that even at this stage-- 

j to the terms of reference of the: 

to include m them the examination of the two im- - 
portaii^ aspects, -ws,, the structure of taxation and foreign capital. 
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lU. Before proceeding to give detaUed replies to the Questionnaire, inv 
Connnittee would like to make their preliminary observations on the nature 
and working of the policy of discriminating protection and the need for a 
complete re-orientation in our Fiscal Policy calculated to encourage and pro- 
mote rapid industrialisation to the fullest possible extent. 


Policy of DiscTiminating Protection 

11. It is significant to note that the Fiscal Commission of 1921-22, in spite 
of their observation that India is an agricultui'al country, which possesses 
undoubted natural advantages such as abundance of raw materials, ample 
potential supply of cheap labour and adequate sources of power for manufac- 
turing, recommended the ‘adoption of a policy of protection to be applied 
with discrimination along the lines indicated in their Eeport’. It was further 
stated 'that discrimination should be exercised in the selection of industries 
for jirotection and in the degree of protection afforded so as to make the in- 
evitable burden on the community as light as is consistent with the due deve- 
lopment of industries’. The formula on which the whole policy was based 
laid down the conditions which the applicant industry must fulfil before it 
can qualify for protection. The conditions briefiy stated are as follows; — 


(1) The industry must be one possessing natural advantages such as 

abundant supply of raw material, cheap power, a sufficient supply 
of labour, a large home market^ etc. 

(2) The industry must be one, which without the help of protection 

either is not likely to develop at all or is not likely to develop so 
rapidly as is desirable in the interests of the country. 

(3) The industry must be one, which would eventually be able to face 

world competition without protection. 

These three conditions taken together constitute the triple formula which 
the applicant industry' has to satisfy so as to merit consideration at the hands 
of th.> Tariff Board and receive protection. The Commission also stated 
certain additional factors as strengthening the case for protection. Mention 
may be made of cases of industries with potential advantages of large-sca e 
production, industries which may in course of time be able to meet the whole 
needs of the country or industries which are of strategic importance, essential 
from the point of view of national defence. -In the case of the latter, it was 
recommended that industries falling within this category should be adequately 
protected irrespective of the general conditions laid down for the protection 

of industries. 


Mv Committee are definitely of the view that the policy of discriminat- 
mg rrotection .is enunciated by the Fiscal Commission in 1922 proved to be 
disappointingly slow and ineffective, hardly appropriate to meet the .■eff'*'™: 
nmnto of industrial development of an under-developed 
countrv like India. In support of the success and efficacy of the policy o 

Siiffinating p.olection, I'efercnce is sometimes made to «Pans.on of 

industries in India during the inter-war years. While it is tri^ 
like iron and steel. cotton_Jextiles. sugar, paper, magnesiutn P^'oride, sen 
culture, gold and silver threads, artificial silk and cotton, 

fabrL received protection at various stages, it may be pointed out that during 
nt h o^vears of the operation of the policy only eight industries were deve- 
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iudustrial progress achieved by countries like U.K., U.S.A., Australia and 
Canada, by resort to protective measures, the progress made hitherto in India 
cannot be described as a substantial achievement. In fact, in view of the 
hdltiDg and half^hcdrtsd nature of the protection given to various industries 
by Government, it will be more appropriate to say that if some of the indus- 
tries were developed and stabilised during the period,' it was largely due to 
the rising nationalist sentiment of the Indian people and the initiative aud 
pioneering spirit of the Indian industrialists. The policy of protection played 
but a limited part, inasmuch as the protection given to industries was in a 
large number of cases essentially of a safeguarding variety. There are af'uiu 
^ses of industries sueb as glass, cement, heavy chemicals, et^c., which were 
denied protection on one ground or another. 

13 It is a significant commentary on the pace of industrialisation during 
the inter-war penod that on the eve of the ^^ar our industrial structure wa! 
found to be weak and ill-equipped inasmuch as even established industries, 
such as textiles, paper, soap, leather, etc., found their supplies of essential 
raw and processed materials and stores cut off on account of the war. Absence 
of chemical industries such as caustic soda, bleaching powder, soda ash 
chrome allum etc revealed the precarious nature of the country's dependence’ 
on such supplies from abroad. Nor had India developed metallurgical and 
other subsidiaiy ana auxiliary industries which could meet the remiirements 
o the established major industries. In spite of the progress of iroT and 
steel industry it may be observed that the country^hnd no capital *-ooda 

the name was developed during the period. ^ maust^ woith 

to 

of"n,anufacS gooX’^'' ThrmLl^tv* in*'\h "impfer^forms 
a pointed manner” to this vieu Tthe 

Indian opinion was unanimous and insistent on^thr^m!^ 
at industrialisation and that a policy which was likeirt^*^ 
people concentrate their efforts for m’aiiv veaiN to <*nme' 

simpler forms of goods was not likelv I to come on the manufacture of 
that even if. such pulirrinvolved tv risk^ 

British manufacturers that risk must ^be ftced of the 

nnttee, the above view of the majority which was coloured^ 

tude for British interests throws sufficient li«h( nn ^ 

of the policy of discriminating protection S character 

resulted in arresting the industriTp™ oMhl':ortr;^ 

bv ^nfallt’^ argument industrialisation- 

Majority report refe,-red to with approval w ere° mt“ aonli’^T"'”*"" 

restricAve principles of d’^ pmctice, 

\Vhile the Commission accepted the argut^Sit thnf protection. 

v?ew 7’ Pnt«ntialifcies.®rn "UffiabW ^''^ckward 

view to meeting competition from industrial^ advn Protection with a 

advantages of an efr^y lU 1 



industry. In fact, instead of recommending a bold policy of protection, which 
alone could bring about rapid industrialisation in a backward agricultural coun- 
try, ledrcssing the balance between agriculture and industry, tlie Commission 
recommended protection on the ‘infant’ industry basis, more appropriate for 
industrially advanced countries than for an under-developed country like India. 
Tliis error, my Committee believe, vitiated the approach to the problem of 
Indian industrialisation and resulted in the piecemeal and restricted type of 
protection, as determined by the triple formula laid down by the Commission 
fo.‘ the purpose. 

li) The policy of discriminating protection again was based on a narrower 
and incorrect view of the development of industries, inasmuch as the 
Board worked on the basis of the theory that protection should be considered 
onl - i'or those lines in a particular industry which were already established m 
iiaiia and not in respect of those which being mutually inter-dependent were 
capable of being developed and should have been developed. I>uring the course 
of their examination of the case of the steel industry, the Tariff Board s.ated 
that The poliev of protection operates in three ways. It governs the selection 
of the industries to bo i)rotected: it limits the amount of jwotection to be 
granted; and within each industry it excludes from the protective scheme those 

products which are not made and are not likely to be made m India Thu . 
instead of taking n dvnamic view, the Tariff Board seemed to adopt n static 
vie” of the need for protection and recommended protectaon only for selocte 
.‘rodn'L 'wthin each hulustry as is home out by the crises o t - 
tb- steel industries Tt is. thoretore. not surprising that this narrou inter 
p etntio o he principles of pmtection resulted in the neglect of the alW 
hK.!, •lu.s of the same industry for want of .nffie.ent encouragement and pr<^ 

tcction. 

17 Tire incdioate and haphazard nature of the policy of protection is '>‘rther 

i,l„Mrated hy the recrmnncnrlation f ^i^ l«oie 

piotection should not be grantef o n .vbich could have been developed 

^..led out, the ease of Bal -ukl^ Xr 

nii.ler the promise of , ,,ro-rcss tariff protection as well as 

countries which have nclueved to new industries cither 

other measures of assistance ha\e Ihc , • titative restrictions as possible 
p. the form of tariff duties removing all hlcontive 

;ilternati\es. in India this con , th 'i-ebv hampering industrial deve- 

M:;i: 7tn!derS::::^nrorr ^.dn^ria,' development. 

Tt is further rmce.^ry The^n J 

protection granted under the po t.\ of foreign trade and wide- 

ivar I'criod was characterised by gt eat ^ I bv violent fluctuations 

uncertainty in tl. ^ ^ 

in international currencies resulting in the final climax of the 

Inrreneins of a can be safely charae 

tTrea< Depression. During tins in P countries resorted to the 

v;ir«=? 3 Ss.-iHC ='f 
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conceded that the cases of the sugar and paper industries fall in a separate 
category, my Committee maintain that the protection that was extended to 
the industries under the policy of discriminating protection was largely of a 
safeguarding variety and not of a developmental character. As stated by Sir 
George Rainy, the then Commerce Member, in 1930 the tariff had the limited 
objective of ‘the preservation of the industry or an important section of it and 
not its ultiinute development'. 

19. My Coiiimittee, however; believe that it is in the conditions laid down 
hy tile Fiscol Commission and the apjjlicatioii of the same to various indus- 
tries which applied for protection that the retarding influence of the i)olicy of 
discnininating protection is unmistakably revealed. The conditions for the 

ot protection as prescribed in the Triple Formula were unduly restrictive 
m their scope and the procedure prescribed for the formalities connected with 
an inquiry into the claims for protection for aii> industry w-us dilatory and 
nndu y rneticulous. Phe ^Iinoiity in their minute of di.ssent had cdcarly 
visualised the possible dangers of hedging in the main recommendations by 
conditions a.K provisos which were likely to defeat the purpose of the Fiscal 

in the Report of the Commission. India with all the 
iiatura! aclvanta^s which she possesses in resjiect o! ahundani supplv of raw 
mate sufficient supply of labour and a large home market would have 
easd;. attained an important place in the industrial world, if a bolrier and a 
noe liberal tiscnl Policy were adopted. However, the conditions wliici, an 
applicant industry was required to fulfil before becoming eligible for protection 

ertWrto the^ entailing considerable delay n .fiving 

cffKt to the policy of industrialisation. While accepting that Miera should b! 
no indiscnminaie application of the noliev of oroteetinn Ir • ‘ 

justified in their legitimate fears tha^tl^e^;pe "of "t 

“Pf \--.aleulaM t^ 
Seafom *ha* ‘he Fiscal i Jicy best suited to'Tndi^ w" 

20. The Fiscal Commission laid down i-a* 

industry is to qualify for protection it ‘must \Z ^ condition that if the 
Advantages, such as an abundant supplv of raw rZ ■ possessing natural 
■cient supply of I„l,our or a la^ge maZt S " h ’ 

relative importance in different industries but the .'f ' ' , 
■weighed and th- relative importance assessed’ Tt Tr.n i *^ 'u he 

Commission did not specifically emphasize that^bT’ - °hserved that the 
possession of all such natural advant" ^es " nnd III. industry must be in 
advantages would be of 'different relative further stated that these 

It was also stated that the suceessful'indus^erof X w industries', 

comparative advantages to which thev tK • ^ possessed certain 

■actual practice in respect of several inouirie?n -a - However, in 

on this condition, and as a consequence the clain?'^ interpretation was placed 
- tl ,0 eles. industry, the worst^rsection of tC VoolZ"“' 

Iicavy chemical industry were turned down bv tb! m •« S and the 

emment. In cases where the Tariff Board took a ^7 the Gov- 

mended protection in spite of the fact that thp ^ nnd recp-o- 

TOatermla was rot fulfilled, the Govemm^t on\ .^nrf 
pretetion reiected the recommendations o* the Bn narrow inter- 

^pphed to an industrially backward coLtrv mereW ' 'vhen 

fetters on the industrial development of imposiug 

It . wenimown that Lancashire developed an eSt”^*^: SltrylTplte 
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the fact that England was obUged to import all ite raw cotton from abroad. 
Likewise, for her textile industry Japan had to depend for the supply of raw 
cotton on India and the U.S.A. Besides, it is well known that jute mills in 
Dundee depended for their raw materials entirely on rhe raw jute imported from 
India. The establishment of a sugar industry in England and Lubber goods 
industry in U.S.A. are again instances of industriea. developed in spite of the 
fact that neither England nor the U.S.A. fulfilled the criterion of the natural 
advantage of raw materials. In spite of the condition of the availability of 
raw materials being not fulfilled by these countries, they have been able to 
develop not only very efficient industries, but have been in a position to com- 
pete successfully witli other countries. In fact, if such rigid conditions bad 
been imposed, countries like Britain, Japan and Germany could not have 
developed most of the organised ii^dustries which they were able to do under 
the slither of a strong protectionist policy. 


‘21. A reference to the cases of such industries as were denied protection 
on one "round or the other arising out of the conditions laid down by the 
mission °wonl(l make it clear as to how the rigidity referred to above has retarded 
the pace of industrial development in the country. The vital import^ce ot 
heavv chemicals to the Indian economy can be easily appreciated by the fact 
tbai'the products of this industry are essential to industries, such as the 
textile industry, the paper industry, the glass and porcelain mdustix tn 

nibbe. inclustiv, nncl n number of other “'^ustries like soap, artificml sulk oto 

After a verv dose and searching inquiry, the Tariff Board m their Eeportju 
Heavy Chemical Industry (1929) made the following observations in regard 

t.> the claim for protection to this industry: 

■■W’e find then that the establishment of the 

ereat national importance in times of war. It is also a kev mdns 
?rTaml provides^ training ground for research, on i^ich he 
success of so many other industries depends. In our opinion, th 
cLe tor protection of the chemical industry rests 
act hat’^ it is an industry of supreme nahona 

activities depend both in time of peace and in time ot war. 


They further observed: 

r. “s' 

t 'ir Si- =.s’i=n 

the country. 

^ c' .j 

ontitv in India and in normal cond . other countries, since 


149 


of production hardly arises’. Further, in spite of these overwhelming argu- 
ments in favour of grunting protection, the Jlourd also suggested tlie possible 
alternative sources of supply of raw materials. Having been convinced of the 
imi>oriauce of the heavy chemical industry from the point of view of the 
r.utional economy, the Board recommendcu a very moderate scheuie of pro- 
tection and suggested various measures to remedy the defects of the industry. 
However, after a great deal of hesitatiou and delay. Government ])ussed the 
H<avy C hemical Industry Act in October 1031, granting protection for a brief 
peiiod of only 18 months and the duties on the expiry ef the j)eri')d were 
a•llo^^ed to lapse witiiout any valid reasons. The i?ievitable result was that the 
foieigi; concerns established in the country fiuurished without any feaj' of 
intenial competition and an important industry was allowed to languish with- 
out any shelter of protection. The Indo-British Trade Agi-eement which 
estj:blished the principle of prefeivnce within protection furtlier prevented an 
important indigenous industry from being fully developed in the country. 

28. The case of the Indian glass industry again illustrates tlic rigidity of 
the conditions imposed by the Fiscal Commission and the manner in which the 
Government rejected the recommendations of tlie Tariff Board arrived at after 
a careful scrutiny of the various aspects of the industry. The Tariff Board while 
considering the first condition regaiding the raw materials found that there 

Tbt whb favour- 

ably with Buiopean and American sands and that thev were quite suitab'e for 

use m the manufacture of glass. Only in one respect ru Sola the 

«ountr.^ had to depend on imported supplies, inasmuch as the same was not 

thr'TaHff'*^^ ' d T '*1 Ho"’ever, ir. spite of the fact that 

the Ta.iff Board had clearly maintained that the dependence of an industry 

on foreign imports in respect of a single material was not to eonsti 1 /^ , W 
IL i A it At refuse protection on he p ea 

was snbsequentiv given in thp ^ r ‘ ^'hntever .assistance 

Sod, Ash las rheTndllt/ "" 

P«rS,.larir?he <>« t.. woonen indostry, 

i'.<i..st.y had to depenfon ^ted’’ t nateriX 

examination of the case for protection r»f /g. ‘ in their 

industry was in danger due ^Toretn cLnJf-f- 

mterests of the country to protect ®the slmf Sv""l J 

under norma] conditions the industry wolid he Ible f '*1 

from abroad, except perhaps from Ju ® competition 

woollens in the Indian markets on amount oMh “d ^ worsted 

Mtes. As in other cases ^ * : tne depreciation in her exchanee 

Jariff Board for neariy ^ mXhs anTrXf d I® 
on the ground that the u-orsted section oAhXo®n I *’’® “‘'ostry 

the first condition of protection aa laid down by 

provides another instance of the manner i^ whloh^fh This 

protection was applied, so as to prevent indi st*^%'’°’’°y, discriminating 
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imported. As against this, my Committee would only point out that several 
oilier countries like England. Italy and Japan have been able to develop the 
wi.rsted section of the woollen industry, in spite of the fact that these coun- 
trit*-^ hail to depend on foreign supplies for their raw materials. Another 
intcir'tiiig sidelight in regard to this industry was that during the course of 
the e.\aiiiinati(ni hy the 'rarift Board of the ca^e of the industry cerhiir im- 
[lortam groujis of the woollen mills, particularly dominated by foreign interests, 
refused to co-operaU- by refraining from tendering any evidence before the 
l.oard. This was used as one of tlie arguiueiits by the (lovernment tliat the 
rceomniendations of the Boaril did not apply to the industry as a whole, in- 
asmueii as an important section of the industry had not submitted any evidence 
to the Board. On such tlinisy grounds, an important section of the woollen 
industiT was denied protection and exposed to the full blast of foreign com- 
petitii 11- 

■ 2 '>. Wliile considering the condition of sufl'.-ient natural advantages, the 
TarilT Board on the lieavv chemical industry ai -ly remarked that the matters 
rcferreil to in the rtr>t coiidition are intelligible o ily with reference to the cost 
of an indiistrv and tlic intention clearly is to lev down the general conditions 
under which reductions in cosi sutheieut to offs t the advantages enjoyed by 
coiMi'ctiiig countries mav he exi>ec.ted. Thus, the important question diat 
shoidd liavc l)een considered hv cither the TarJI Board or the (.overnment 
befoi- rejecting tlie claim to [»rotection of any industry, should have been tue 
cost ..f production of any industry, which would necessarily cover all^ con- 
siderations of natural advantages or the want of one or other of such advaiuage . 
However, as wc have seen if several instances, on a narrower and more n^d 
interpretation of the first condition, several industries were denied pro ecBon, 

, s„d, industries whi.-l, could have developed under a more 
the coud.tious lahl down hv the Fiscal C,..~n were no Howed 

,,„ot.. nuce a, nun he dUorrminating protection were 

:: I';;:,.:::::; I'lr-rtir- preee-tt'^jhe of pmtec£™, we ^ 

h!" stating ' that muu'r mo^rn ’condtens "scL^^^ Inv Tudim, 'indnstrv could 

fuiW estnWish its claims to proteetdon”. -o fio 

->,i The second ccudition, vU.. that the industp’ Jnnst he ® 

-ip' t!-:: x 'r re:;; 

the if tneonsistot with "he first condition. 

th': implied ;i, Sect in ’or™;" 

the cases of marginal mdustnes 'n spde oMhe^ben^e 

tages were not in a be one which will eventually he able 

third condition* viz. tnnt t * i i.* * irYM-iArfant inflsniiich *t •'iti- 

to face world that no industry which 

phasizes a necessaiw aspect ^ should be protected except on 

is likely to become a burden on the the first 

broad national grounds. In fact. ^ ^ cost of an indust.n-. It 

condition with the the, benefit of p.'o ec- 

would be legitimate to e^ect p^^ess bv reducing cost, resulting 

l;™ -i- ri”-'""; 

from impro contribute to economies m I 
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may be, this part of the function of the Tariff Board is likely to remain mo;o or 
less a guess-work as to the future, which is conditioned by a number of unfore- 
seen circumstances over which the iudusti-y may have no control. Wliile a'l t* e 
relevant factors may be taken into consideration, ability of the industry to fiicc 
world competition eventually, without protection, should not l)e laid down is a 
condition precedent to the grant of protection. The case of the Magiioiiiin 
Chloride industry, which was denierl protection in 1924 on this ground l)ut w iiirii 
on a subsequent review of costs and prices was deemed to he c'igible for protec- 
tion in 1928. illustrates the practical difficulties involved in the application r)f 
the above test. 


Machinery and Procedure of the Tariff Board 

27. As regards the idacliiner.v, procedure and formalities coniiecled with tin* 
implementation of the policy of diseriminating protection, scv<Tal delii-rs haw 
been found in actiia? operatioti. The establishment of a competent and im- 
partial Tariff Board is an integral jjart of the scheme of discriminating proir-e- 
tion. According to the recommendations of the Fiscal t’ommission. the Board 
was to be a permanent body so as to secure consistent decisions and continnilv of 
policy. Though in the earlier period the Hoard was more or less permanent, in 
course of time the Tariff Board as appointed by the (lovernment of India beeauie 
a sort of an ad hoc body. The Tariff Boards were separately constituted for 
each inquiry with specific terms of reference and thu> the Government of India 
ignored tlie most important recommendations of the Fiscal Commission for cons- 
tituting a i)ermanent Tariff Board. Consequently, in spite of the best efforts on 
the part of the Tariff Boards to secure n consistency in decisions and continiiitv 
of pidicy. the objective of the Fiscal Commii^sion was defeated and quick' 
changes of personnel resulted in avoidable delays in completing the impiiries. 
Agaiu, as the powers and functions of the Board were not defined in a statutorv 
manner, there existed a great deal of scope for conflict in the interpretation of 
Bie principles of discriminating protection between the Government and the 
Board. This Is clearly seen in the cases of sugar, wooMen. glass and match in- 
ctustnes, where the recommendations of the Tariff Boards -resulting from a mere 
hoera. interpretation of the principles of protection were not found acceptable 
^v frovernment. The Fiscal Commission had riglitiv suggested that rlie Tariff 
Board should have wider powers, but it is n- matter of common know'edo^ tlint 
the powers of the Tariff Board appointed by the Government from time to lime 
were st^ctly limited. The Board had no initiative and could onlv investi<mto 
cbces of those industries which were referred to it by Govei-nment. Thus, "the 
scope ol investigation was limited by the terms of reference and the Tariff I'.oard 
in absence of any power to compel the parties to produce the necessnrv infonnn- 
tion had on occasions to continue work on insufficient and inadequate data The 
same difficulty hac been experienced by the interim and re-constituted ‘Tariff 

countrv refused to sup- 

Pl> ine necessary nnormation including their cost of produeBon when n<\<U 

fhl‘ ^!i IT””' I? “"“action the observations made bv 

tnr lantf Board m their Report on the Dry Battery Industry (1947): 

"We have said in of our recent Reports, on electric motors and 
machine tools that the work of the Board is handicapped for nut 
of powers enabling it to compel unwilling witnesses to furnish in- 
formation essential to a proper understanding of the issues in- 
volved in a Tariff investigation, and this is the third case of ihe 
tand leading to the same conclusion. We, therefore, suggest that 
^v^ment should seriously consider as to how this handienn of 
the Tariff Board can best be removed." 
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2S. Another defect in the procedure relating to the, applications made by in- 
dustries for protection was that the said applications should first be submitted 
to tile I’oinmerce Department of the (government of India fully stating the case 
for prorection. The Department would forward the applications to the Tariff 
Board for consideration only if they were satisfied that a prima facie case had 
been made out by the applicant industry for protection. This procedure inevi- 
tahl.v lesiilted in loss of time and consequent dilatoriness. Besides, this also 
armed the Executive with powers to pre-judge the issues which could only be 
examined impartially by a Tariff Board. It is understood that cases of indus- 
tries liave been rejected by fiovernment without referring the same to the Tariff 
Board. Such a practice natura’ly aroused a great deal of dissatisfaction and 
provoke d se-’ ious criticisn against unwarranted interference on the part of Gov- 
ernment. 


29. Again, the recrmmemiation of the Fiscal Commission that ‘the Govern- 
ment sliould ])nblish the results of the inquiry promptly, whether it agrees \\ith 
the conclusions of the Board or nof was. it may be pointed out, largely observed 
ill its breach, Industries which were passing through serious difficulties and 
wliii h, therefore, were in neerl of urgent assistance were made to wait by Gov- 
ornmeiit in respect of their decision for an inordinately ’ong time in a state of 
animated susjiension. My Committee feel that time is an important factor, 
wheie the indust-y i^ in need of urgent assistance and the manner in \yhich the 
Government delayed the publication of the reports and their decision in regard 
to (lie recommendations of the Board were liighly objectionable and vexatious. 
In fact, in an economic situation, subject to the constant flux of economic forces, 
manv a time delaved assistance may prove to be useless. It i^= well known that 
in case of industries such as cotton textiles, sugar and salt, nearly 2 years elapsed 
between tlio date of -eforenee and the final decision as to the action 9®'" j’”: 
mont Af»ain. the reports of the glass and woollen industries were published 2 
year. :;ft(a- their submission, with the ultimate anouncement to the industries 
that th- Government rejected their claims to protection. instances can oe 
miiltinlicd. hut mv Committee feel that the cases of need ess and avoidable 
del ‘1 referred to above are sufficient to illustrate the indifferent attitudes of Gie 

the operation of the policy of discriminating protection 

towards the fate of the industries. 


Need for Reorientation 

qo The object of mv Committee in reviewing broadly the limitations and 
defec’ ■ ffiherent in the poliev of discriminating protection and the machmery of 

!xr 

S'::dVe"stated. to the needs and -duire.ent^ of and 

tri-'s, textiles and jute, have been . . from bein<' an exporter of 

theii- raw materials. cotton ^osVioTof a n?t importer. My 

( r.nittee feel that the n-atest ne^ IndusWaF and economic 

-o»U- 

^:;^roVrg^.Sur:: a'l^whlch has ’resulted in th. intensification of our 
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povei’ty. This excessive pressure on the land, it will be readily ndiuitted, can 
-only be. relieved by a we'.l-conceived policy of industrial develoj)nient. 

31. Government of India in their statement of Industrial Policy of April 19-18 
outlined their plan and programme of industrialisation and have accepted as their 
•objective ‘promotion of a rapid rise in the standard of living of the I'eople, l)y 
■exp»loring the latent resources of tlie country, increasing jiroduction and ofTering 
opportunities for al! for employment in the sej'vice of the community’. For 
achieving this end, emphasis is placed on ‘the need for a dynamic ])olicy \.hich 
should be directed to a continuous increase, in the production by all ))Ossil>le 
means, particularly expansion of ])roduction, both agricultural and industrial 
and ill particular the production of a capital etpiijiment of goods satisfying tlie 
basic needs of the people and commodities, the export of which will incrLowe the 
earnings of foreign exchange’. The policy also out'iues a scheme of industries, 
such as arms and ammunitions, production and control of atomic energy, and the 
ownership and management of railway transport, which are to he the exclusive 
monopoly of the State. Government furtlier will be exclusively responsib’c for 
the establishment of new undertakings in respect of industries, such as coal, iron 
find steel, aircraft manufacture, shipbuilding, manufacture of telephones, et-c. 
inv'tin,*. co-operation of pnvate enterprise, wherever necessary. There are again 
certain ba^ic industrie.s which, under the planning and regulation of Govern- 
ment. must be developed in the national interest. Those comprise industries 
•such as automobiles, tractors, prime movers, electric fertilizers, electro-cliemical 
industries, non-ferrous metals, sugar, paper and newsprint, etc. Since Govo-n- 
ment policy envisages the State playing a progre.«sive’y active role in the 
development of industries, the industrial field left open to private euteriirise and 
initiative has become substantially circumscribed and limited. Finally, th© 
policy^ recognises the due importance of the development of cottage and small- 
«cale. industries, which should play an increasingly important role in the national 
economy. The plan and programme of industrialisation outlined above are sufti- 
«!eil to indicate the tremendous leeway that India has to make up in the dir.v> 
tio'i of industrial development. This, my Committee believe, can onlv be 
tichieved by a comprehensive policy leaving the whole field of industrial develop- 
ment. barring defence industries, to private enterprise with the necessary active 
^sistance on the part of Government. They note with some measure of satisfac- 
tion that Government have given the necessary assurance that the tariff policy 

designed to prevent unfair competition and to promote the 
of thfe^untry^"'^'” " ** *0 achieving rapid industriali-sation 

to referTo mentioned nbove, my Committee would like 

fen of our tariff ^^ 1 ™'’'”’^'!. to influence the formula. 

good., and machinr!!, ' "^ed for the import of enpito! 

feen one. wort^ replacement of those industries which had 

new iXstriT^^ during wnr-time and uartly for meeting the requirements of 
fri« ? prepored to he established. With the development of new indns- 

'~T.si i.— £r.K„:' 

The above feXres L™essarilt .3v & ‘'’o 

chic lines and wiU have to increasi^ngly 
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o ever, to the condition that the same is not detrimental to national interests 
However, niy Committee feel that while India should be fully prepared to extend 
co-operation in the Internationa! sphere with a vietv to expanding world ‘rude 
and raising the standard of living of our people as outlined in the Havana Charter 
as o’le (f the objectives, she cannot accept any curtailment or limitation cf her 
light »o fu!iy |)roteet lier industries in a developmental manner, with a view to 
acliji vinjj the objective of industrialisation. 

• * 5 My ( oiiiiiiittee are eonvniced that the po'icy of protection properly re- 
latei. to the task of industrial development alone will jirove, to be an effective 
method of utilising the vast resources of ilie country in men and materia! for 
the iniixiiiunii prodiietion of wealth, resulting in increasing nationa’ income- and 
enhaneuig the taxable capacity of the jieojile and raising the general standard of 
living of the people. The fiscal policy of tlie, future should not merely be an ins- 
truineiit of industrial policy, but must be viewed as an integral part of the larger 
cconoinic policy as a wbo’e. The situation, in the opinion of my CommitteCv 
demands that a policy of full fledged protection directly related to the country’s 
need for rapid industrialisation must replace the halting and piecetneal policy of 
discriminating protection and the conditions and qualifications for protection 
which resulted in retarding the industrial progress of the country should be iibcr- 
nlisod and sinip'ified under the new fiscal policy. Tn short, the new policy 
should l)e l)road*l>as(*d aud comprehensive, so ns to include all possible industries, 
large and small, existing and potential, within its ambit and the growth anff 
deve’opmenf of industries which a’'e essential in the interest of the national eco- 
ncn:,v should not ‘ie prevented by conditions unduly restrictive in character. 

3-t. It is hardiy necjssnry to enipliasize that most of the ahvaneed countries 
like I’. K.. (icrmniiy. I'Vance. the IhS.A.. Australia and Canada have had tn re- 
sort to protection for safeguarding their industries against unfair competi lorr 
from more efficientlv organised countries, with a view to reorganising the stiuc 
lure (T their industries from small-scale to large-sca’c production on a hachwy 
basis. As an indiistriallv under-developed country. India should, therefore, le 
perfectly free to make a' legitimate use of protective measures, so ns to expana 
production and employment at home aud to raise the ^ ’ 

peepie. The protective measures may be non-fiscal sneb as direct 
renrlPred bv the Stiite in such matters ns finance, scientific research, " 

etc. as n ell as of an infiireet nature, in the form of tanffs subsidies or bo inhes 
and <,nantitofive restrictions. Tt mav be einplins.7.ed that India “ bacK d 

conntrv would he mainly nsin? the protective measures for he 
p, irpo.se and, therefore, should have the fni'est freedom to t ese me.u 

for Ic.-pnndinc: and developing her eshaJihslied as well ns now 

nece.ssary to examine here the retative merits .and elements of tl.e aauons 

eopted methods of prnteetion. as the s.ame will bo /b®''"- , ^ ^ eons- 

re'evnnt Section. However, my rominittee ^b’’* ^ noeessarv freedom 

titr.ted for implementing the new fi=eid policy should haie *be - 

to recommend any one of the methods either sms \ o m ^ deemed to be 

case mav be. for the proteeHon of a Riven industri . if the same 

essential in the best interests of the national economa . 

.S,5. The broad principles of the fiscal Pobc.v -bboed 
the constitution of a new Tariff Board or any 

adenuate powers for implementing the same, ^-ith wid^ow'ers and functions: 

visualize, should be a permanent bo^T w, h ii.de po 

for example whenever it is oonvmced that in respect of the 

^:i::i;iro? rR;^i:ix’"ri;^";:^ifi: amities. The Bo„rd must tu. 
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fects in tjie constitution ana woruing 
criminating protection have alreatly been examined above, and while jonstiliit- 
iug the new Tariff Board attempt should be made to remedy tlie various .iiuiia- 
tions that hampered the working of the Board. In this connection, emphasis 
should also be laid on the necessity of drastically revising and simplifying the 
procedure governing grant of protection to industries, so as tf) facilitate ue-edy 
investigation and dispense with undue delay in grant of )irnleetioii. My (’nin- 
mittc* believe that the constitution of a })i‘rnianent Tariff Hoard with adefiuate 
powr'rs and functions and with necessary initiative and freedom will be of consi- 
derable assislonce in accelerating the pace of industrial progress in the country. 

3(5. Having made their observations on tlie working of the [)oliey of cliscrl- 
minating protection and the need fo- a new rejjrientation of the iiseal policy of 
the future, my Committee wou'd now prf)eeeil (<; give detailed replies to 
spox'inc fjuestions under the separate see' ions fjf tin*, Questionnaire. 


PAKT I 
Section A(i) 

IniroductoTy — Changes in the Economic Background since 1922-23 


Question 1. — Since the Fiscal Commission reported in 192*2 various factors 
have affected the economic structuie of the country with the result that a 
complete change in the approach to the problems with which the present 
Commission is concerned lias become absoluttdy necessary. Among the main 
fcctois tliat iiave iiiHuenced the economy of the country in the inter-war period 
war. that of the national struggle for attaining political freedom. Ths pt^riod 
was marked by a series of attempts to march forward in the field of (conomic 
devidopment in s])ite of the political subjection which prevented the pursuance 
of any policy in national interests. The second main factor w’hich Influenced 
the economic background was that of the events leading to the great Depression 
in 1931 which particularly affected the agricultural countries and primarily 
India to a larger extent and from the effwts of which she was still to recover 
on the eve of the outbreak of the second ^^’orId Wiir. The country passed 
through the throes of the severest depression and the limited measure of indus- 
trialisation which had taken place was more due to the exigencies of a war 
economy than to a national consciousness of our vast industrial potentialities 
and the freedom to develop them. This condition continued even i;pto the 
end oi the second World War and to be precise till the attainment of Inde- 
pendence in IfH/. Thus the country has remained mainly agricultural with, 
of course, sigmficant changes in the industrial sector in respect of a few of 
our mam industries as cotton textiles, jute manufactures, paper, sugar, paints, 
he.ny chemicals, cement, matches, etc. The Government ’s policy of protection. 

r A a very limited part in contributing 

to the development of any industry. On n broad analysis, in respect of the 

mduslrial and agncultiiral sector of the economy there has not been any 

significant developments have, however, occurred 
a revised policy in respect of them in national interests The 
composition and directly of the foreign trade of the nation has also been 
affected by World War H besides the slow improvement noticed in the expansion 

dl thrr%b' Insurance and other companies. Mwe than 

hv I* back^und which was mainly influenced pt^vlously 

by .he policy pursued by a Foreign Government sacrificing national interest 
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li.is been fundanientaliy affected or changed by the attainment of Independence 
whicli gives the country complete freedom to shape her economic policies 
according to the needs and requirements of the nation with due regard to. the 
potentialities in resources and limitations. Further, the partition of the 
couiilrv in consequence of the attainment of freedom is another factor which 
has affected the economy in respect of our resources, agricultural and indus- 
trial. also necessitating a review of the fiscal measures or policy so far pursued 
from entirely a different angle. Thus Government will have to set up new 
targets for industrial and agricultural development, determine the pace of 
attaining these targets and fix the time schedule which would all lequire a 
fundamental cliange in the approach bv the Fiscal Commission, to these pro- 
bieijis. The nmin objective of the Fiscal Commission, my Committee observe, 
sluiuld naturally 1)^> to bring about ns rapid an industrialisatioji as possible with 
all sucli protective measures as m:»y be ntcessary to foster and develop indus- 
tries 


2. — Beioiv |)ointjiig out the principal ch.niges in our agricultur.il 
situation in respect of production, consumption and international trade, iry 
(■(.nnnittee would like to make a general observation that the industrial deve- 
lopments of recent years have not altered the predominant position of agri- 
culture in the economy of the country. During the past 50 years population 
increasi' lias been at the rate of 0-8 per cent, per annum while agricultural 
production has lagged behind and has increased only by 0-4 per cent. Agri- 
cultural holdings have as a result been sub-divided progressively beyond the 
economic limit with resnltaiit indebtedness and nnder-employment. The 
axciage Indian farmer has adhered to primitive methods and although Govern- 
ineiit lijis aimed at increasing production by the application of scientific know- 
ledge progress has been slow. Therefore it may be generally stated that there 
is enough evidence to support the broad eonedusion that over a long period of 
vear^ fondgrains [n-odnetion has tended to remain virtually stationary in spite 
of tin (now More Food Campaign in force for the last six years. In the food 
'secto- of the agricultural economv. there has been deterioration, even the 
peiio'lical or cylical fluctuations in prices and Government controls and plans 
failin'’ to innirove the acreage under cultivation and production. The net 
imports of food, niainlv of rice, which were under one milliou tons or less than 
about 5 per cent, of onr needs before the war have now increased from 2 ^ to 
8 million tons and are likely to grow up with the growth in population, unless 
spccificallv stopped. The peak production in respect of rice and "’hea^- ^ 
Jtaidc food products, was reached in 1043/44 when the country Produced 29 
n illinn tons of rice and 0 million tons of wheat. Since then the production 
has remained either stationary, taking due account of the 

1. t.™.. ' J ii» 

..i„r to partition nn.l nfto,; pnrtition the prodLchon has gj 

rerluci^d Tlie total production of cotton and jute m « - ^ 

„ , million in 1038 '39 whereas in 1948 it, has been 

;„i„io„. This indicates that onr 

of two of the main commercial crops which , decline is i.'-ticed 

Similar is the case with oilseeds bl verv difficult to indicate 
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it may be observed that on account of controls and rationing as well us the war- 
time conditions and increase in money incomes, there has been an increase in 
the demand for consumption of food products by the population as well as 
raw materials by industries. 


has 

con- 


lu respect of international trade in agricultural commodities there 
been a significant change in the traditional pattern of our trade which con- 
sisted of exports of primary’ products and raw materials and import of manu- 
factured products. Cotton raw and waste constituted 23 '5 per cent of^our 
exports in 1936/37, while tea, oilseeds, grain, pulses and flour, jute raw and 
waste constituted 9-9. 91, 7-6 and 7-3 per cent respectively. On account of 
the war-time requirements as well as the pressure on demands for internal 
consumption, the revised policy of Government to preserve the use (»£ raw 
materials and food products to the maximum extent for internal consumption' 
changed the old pattern of trade and steadily there has been a decline in the 
export of raw materials and an increase in ’'the export of semi-manufactured, 
processed or manufactured articles. It is well known that 61 per cent of our 
imports were of manufactured goods before the war and the export of manu- 
factured articles stood only at 29 per cent. This trend has now been reversed 
bu. my Committee would sound this caution that this should not be taken as 
a permanent change in the pattern as the industrialisation of the countrv has- 

nf flfr'u i 'Vhich would guarantee the maintenance 

of the altered pattern of our external trade. However, it should be nossibit 

for the country to rnamtam our external trade in respect of certain ngriciiHural' 

would b'e necessary re^^rdin" crop Iductl Pl-n 

internal consumption as well as ^indns+ri^i increased needs of 

striking a balance between the maximum would mean in effect 

sufficiency in food andf^r Z “sTf 

period Similarly the changes in*^ or>n«llm»^f• J P^o^uction set up ever a 
demand for manufactured articles thus maintabiinEr^h^^ influence the 

raw niatermls and unless there is simultaneourand 

a^icultural production, not only of food crons hnt alJ ^ f improvement in our 
of industrialisation must be held un or ft’ f'^ops. the pace 

o^r food will be necessarv which mn^not h ^‘^^terials 

The altered pattern of our intematmnal tniL ? -‘t interests. 

agricuUurnl products and thercbv t eou'^^y has lost hff 
even ,11 respect of non-food products. I„ view of th^ traditional markets 
tured products have not as vet cantiired fV» f that new manufac- 

tion either on a large or si^I industri.-ilisa- 

the loss of our export markets in traditional Lm^^Tk^ 

Items the quantum of external trade must oh^ouslv’^ k 

situation ,s maintained. Further, in order that ndos," P’-«®ent 

case, are necessary and the flow of th^e tete ,he 'T raaterials in some 
our capaci^ to pay, which again depends on excha ^rj'e '’ by 

the rate of om imports. Thus mv Committerwoulf 
take note of the fact that the changes in threxternil Commission to 

products have a vital bearing on tbe pace of MSalfs"?® 

m the interests of the country’s economic proS te th ^ 

progress m the transition peHod To- 
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uiuke a bulunet-cl allocution of the agricultural resources except in food pro- 
ducts, between internal needs and external purposes with a view to maintain 
our hoKl in foreign markets until such time as the manufactured articles result- 
ing train growing industrialisation find a place in these or other new markets, 
rrom the point of view of the implementation of the industrial programmes 
alone it would he necessary to give equal attention to our agricultural situation 
i.i so far as both are mutually dependent in attaining the economic objectives 
of a hiudier standard of living and full employment. The deterioration in the 
agiieiiltiiral situation, particularly in the food sector, is not a little responsible 
for the liolding up of many schemes of industrial development, the attention 
of (ioveriiment being diverted on the problem of finding food for the masses, 
rile heavy cost of imports of food is a drain on our financial resources which 
could be better utilised for imports of equipment for the development of indus- 
tries. i'o that extent any success achieved in stopping this drain will greatly 
help tile pace of industrialisation hy facilitating civater imports of essential 
raw materials and e(|uipment. 'Fhe effects have been broadly indicated here 
to sliow the ciosf link that exists between our agriculture and industry and 
niY t’omniittee wouhl again emphasize the need for considering the fiscal 
inen>ures necessary to develop our industries in the background of our existing 
nariciiltural situation and prospects of iniju'ovcment. 

Q'l' xiion d. — As indicate 1 hi the answer to the previous question the basic 
inij'i'ovcments in our agriculture slioiilil subserve tlie urgent needs of rttain- 
ini! sclf-surtk’iency in food which would save us foreign exchange and secondly 
of iiiten.sifying tlie [iroductioii of crops that have a liigh export value vhich 
wculd increase our foreign exchange resources while adequately meeting the 
rc(iuirements of the local industries. The urgent linsic reform in agriculture 
would be to apply measures to increase the average yield per acre ci all ngri- 
cnlt uiii products' which is far below that o^ any other country, by w.iy of 
M'ieiirific iniprr)vemcnt in seed selection application of manures, organic and 
cb--mical. and educating the farme** in the latest methods of farming through 
deiii.mstratioii of tractor cultivation and use of improved imjilements. Secondly, 
reclamation o^ all waste lands would increase the acreage under cultivation 
and such rfclaimed lands could well he expenimmled upon for growing cash 
ci-rq).. nr subsidinrv h^od crops. Intensive cultivation can yield quick resultfi 
vliilc extensive cultivation will bear fruits over a jieriod and it should ba possi- 
b!.- to combine both these methods in improving our agricultural situation 
W h i ■ leelamation of w.aste lands or weed infested lands can be taken on band 
on ,t country-wide scale only on Oovernment initiative or effoit. my Com- 
mitr. .- o' serve it is Tiecessarv to effect such agrarian reforms as are necessary 
to Ini]." id.out co.isolidntion' the tinv fragmented holdings tbrougli eo- 
oivu-i.t.-Tn and such other inetbods and help the cultivating farmers to make 
the nnxiintim use of Government assistance by Wi.y of loans etc. besides, 
otbe- l.asic improvements in agriculture would be a scheme 
ndarded to ovir industrial plan, a seheme for crop loans for finnnemg agriculture. 

stornpe of p.o.luct. in -.nnl arCMS. th.-ir nffiniont ,nnrket,nR nncl Cs- 
tHI.ulion nreventino tlie exploitation l.v micldlennon and tlie most impoit.infc 
of all tlip'^aiinrantpe of a fair and iniiiiniiim nriee for acTirultnral prodiirts to 
tl , 'a‘,4;v prodneers. Anv policy of int/msified indusHa Ifsation w.I no 

lld ' -lesived results unless the livine standards of the apncultural PoP ^ 
J,. raised and to tint end the above hnsic reforms must be enfori.Ml 

sinmUaneouslv 

Tr respect of our valuable mineral resources which form the very 

gSisligiiiHllSK 



159 


export surplus in iron ore, titauiuni ore, and mica while limited quantities can 
be spared for export in respect of manganese ore, bauxite, magnesite, refractory 
minerals, natural abrasives, steatite, silica, monazite, corundum and cement 
materials. Having regard to the present and near future requirements the 
country is self-sufficient in coal, bauxite, chrome ore. limestone, mineral pig- 
ments. rare earths, beryllium, etc. There are other minerals as copper, 
silve'’, nickel, lead, zinc, tin, tungsten, molybdenum, platinum, petroleum, 
sulphur, fluorides, mercury, graphite, asphalt and potash for which she has 
to depejid largely or entirely on imports. From this list it is clear that 
the countiy is rich in mineral resources of certain varieties but i)i respect 
•of others, particularly minerals of strategic and defence importance, is short 
■of and has to depend on outside supplies. Thus in order that oiir intensified 
industrial progranjme may be well su])ported in regard to the mineral require- 
ments there is need for strict conservation and planning in utilisation of avail- 
able resources. In this connection, my Committee are aware that central 
•control of the mineral industry has already been accepted as a matter of policy 
but would recommend a clear-cut and uniform machinery in all Provinces to 
exploit the resources on scientific and up-to-date lines. 6’ther urgent measures 
•called for are a careful watch over and review of the export of our minerals the 
prices of minerals outside, standardisation of minerals such as mit:a and 
manganese and other incidental facilities that may be required by the industry 
to make an easy movement from places of extraction to that of utilisation. 

Questiion 5 . — Please refer preliminary observations, paras. l‘> and 13. 

Question 6. — (a) The extent to which onr industrial development still falls 

short of our essential requirements has betn already indicated in tlie prediininarv 
remarks. * ' 


For an all-round industrialisation of the country, in the opinion of mv Com- 
mittee. the following industries would require to be promoted: — 

Defence /ndi/sfnes— Such as firearms, munitions, explosives, sliells and 
torpedoes, tanks and armoured cars; warships including sub- 
marines; military aircraft; gas and gas masks, etc. 

i™> «n,l steel, automobiles and 

industrial plant and machinery; power alcohol, rubber mannfac 
tures. coal, cement, synthetic petrol, ete. inanuiac- 

^°'"“”and arttni; Bilk 

Sere, cc.,— Such as banking, shipping and insurance. 

the m:iSsWes‘irT'"7‘ T 

but IS also below the installed capacity Thns'°f requirements 

in the year 1948 is estiCted at 4 398 n nit ’T''"'"' ™''nnfaeture 

•capaoily of 4,737 million va.ds The "r e ° i"Btalled 

are 8.54,000 tons and 1,264,000 tons and ®tnel 

^.115 000 tons. The fall in -d 

tain factors inherent in the nresent economic sn,?«t‘ ‘* t® «et- 

e shortage of raw materials, the difficulty „f seeurtrmfehffif^-trrenet:; 
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and replacement and above all tlie heavy burden of taxation have combined 
to create difficulties for industries hampering the production drive. My Com- 
mittee therefore suggest that (lovernment should take immedaite steps to- 
remove these impediments in the way of indigenous industries and thus facili- 
tate production upto the full installed capacity. It is also necessary to take 
measures to further expand the production capacity of the various indigenous 
industries. Icj this connection, it may be pointed out that the tai'gets fixed 
by the ]»anels for different industries and endoi'sed by the report of the Advisory 
Pianniug Board are generally acceptable to the Committee. 

(c) Xly Committee have no observations to make on this. They feel that 
the information regarding the overhead and operative costs can best be had 
from the various manufacturing units in different industries. 

(dj Please refer reply to Q. 17. 

(c) Please see preliminary obseivations. 

(f) Tlie shortage of raw materials of various kinds is one of tire serious 
handicaps confronting the industries in this country. Some of the raw materials 
required by our industries have to be imported from foreign sources. My 
Coinmitlee suggest that (iovernment should do everything in their power to 
secure the imports of such raw materials from abroad to the extent required 
by the industries. As regards raw materials available in this country, their 
supply can be greatly augmented by the reorganization of our agriculture, 
development of our forest resources and the full exploitation of our mineral 
resources. In this connection, thev would like to draw the attention of the 
Commission to two observations that have been made by the various panels. 
In the first place our information of raw materials resources in the country 
is l)y no means complete. Secondly, except in a few cases, there has been 
no attempt to introduce grading and acceptable standards of quality in regard 
to raw materials. With regard to the fii-st, my Committee are of the opinion 
that a study of our various raw materials by experts should be undertaken. The 
question of the quality of raw materials, it is hoped, will be solved by the 
Indian Standards Institute. 

Coal is. by far. the most important item of fuel in the industries. According 
to the report of the Planning .\dvisory Board, our coal production at present 
can roughly be estimated at about 29 million tons per annum, whereas the 
requirement of the various consumers of coal in India will be of the order of 
30 million tons. Th? Cordfields Comm’ttee which have examined the whrle 
question tiioroughly are ot the opinion that il certain measures recommended 
by them are carried out, production could be stepped up by about million 
tons annually so that by 1956 about 41 million tons of coal will be produced 
in this countr}-. It will, thus, be seen that the production of coal is only a 
little sliort of our requirements. Owing to the transport difficulty, however, 
all the coal produced cannot be moved from the collieries. It has been esti- 
mated by the Planning Advisory Board that owing to transport difficulties the 
gap between demand and the quantity of coal which is being moved from the 
collieries is between 4 and 4^ million tons, although the gap between demand 
and the actual prodiietion is of the order of only one million tons. My Com- 
mittee, therefore, point out that It is the transport difficulty which is tlie crux 
of the problem in regard to the availability of coal. They, therefore, suggest 
that Government should take measures to improve the transport situation as 
far as possible. 

Power is a great potential factor for large-scale industrialisation. India 
possess(;s a large number of rivers. It has been estimated that the hamessing 
of the water of some of our rivers \vould make available to the country power 
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resources to the extent of 30/40 million Kwhs. The schemes for several river 
projects have already been drawn np and work has even started on some of 

Project, Hirakud Dam Project and the Kosi Kiver 
Iroject It IS hoped that on completion of the various projects, India will 
have plentiful supply of power leqnired for the various industries. 

ig) and (h) Please refer reply to Q. 17{i). 

sdrrtiali'Sr si£“3 

inflationaiy conditions generated bv wai^and^ Oie '‘f 

the peak and are untenable at the level at whii 

This has been amply borne ’hv f«P »’argms and the ])rospects for business, 
industry. The wagf brnhas liee^ ■'^P'-e^-^tatives of 

and it is estimated that it is over 300 PWO-40 

though the total number of labour in indner ’ 
per cent. On the other hand indust 
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ot steel mdustiy in particular which may be mkpn^“*‘ ‘"stancg 
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(6) (i) It is well known that onr economy has hitherto developed in a lop- 
sided manner and has been characterised by an unduly heavy pressure on land. 
Promotion and development of the cottage and small-scale industries will, in 
the opinion of my Committee, greatly reduce this hea ^7 pressure on land and 
will greatly facilitate the evolution of a balanced economy in the country. As 
is commonly known, the average farmer in India has at present no resources 
to undertake measures to improve the yield from his land. The development 
of the cottage industries which are carried on by the agriculturists as subsidiary 
occupations will enhance, their purchasing power and give them the necessary 
wherewitlial for the introduction of improvement schemes on their land. 


'llie relation between the cottage industries and the small-scale industries 
should, in the opinion of my Committee, generally be one of co-operation. 
However, in certain cases competition has developed between them in the 
process of our economic development. For instance, in regard to hand weaving, 
small pcwerlooms have already started offering serious competition to the 
small handloom weaver. Similarly, the cottage products are likely to meet 
with competition from the factory-made tiles, factory-made coir and coir pro- 
ducts, factory-made soap, factoiy-made furniture, etc. This is, however, in- 
evitable as tnany of tlu* small power industries have the quality of superior 
efficiency and tlie additional advantage of employing a large number of persons 
per unit of output tlmn the cottage industries. 


(ii) ('ottage and small-scale industries have played an important role in 
our national economy in the past and my Committee think that even if we 
launch a programme of large-scale industrialisation there w'ill still be a great 
scope for cottage and small-scale industries in the economy of the country. 
In ceitain countries like Switzerland. Sweeden, Japan, etc. the two forms of 
production, viz. small-scale and large-scale, instead of conflicting with each 
other, supplement one anotiier to the mutual benefit of both and ultimately 
to the benefit of tlie country as a whole. Similarly, in India, large-scale and 
small-scaie industries can develop side by side. By judicious adjustment, it 
is possible to establish a mutually beneficial co-operation between large-scale 
production on the one hand and small-scaie and cottage industries on the 

other. 


Cottage or small-scale form of production is particularly suited for the bettor 
utilisation of the local resources and for the purpose of acliieving ocal self- 
sufficiency in respect of certain types of essential consumer goods like clo h, 
a^ricultunil implements, etc. Again, there are some cottage mdustiies wine 
not onlv do not compete wdth large-scale industries but are dependent . 
existence of the latter such as, for instance, tape making, bobbin making, ca • 
nrinti.r^ on mill-made cloth, etc. There are also a number of services wl id. 
have followed in the wake of large-scale ])roduction. particularly those of lepans^ 
which give whole-time employment to a number of cottage workeis T1 ese 
arc some of the instances which indicate that large-scale and small-scale foiin. 
of inoduction can develop side by side in our national economy. 

Question S.-Whatever the pace of large-scale '' "v 

short and long-term points of view. 


Skctiox A(ii) 
Question 9.— The following are some 


of the small-scale and cottage 


ii> 


dustrie, which can £rd;;;bped a. subsiding 
Poultry farming; Sheep breeding; Lac industry; Dair> farming, tasne 
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kernels (removal of the shells); Gardening and vegetable culture; Fruit culti- 
vation, dried fruits, etc.; Basket making; Paddy husking; Flour grinding; Gur 
making, Cotton ginning; Carding and spinning; Wheat flakes, parched rice 
pickle powder, betel-nut slices, etc.; Dal milUug; Rope, fishing nets, etc.; 
Wood cuttiing aud charcoal burning; Umbrellas and fans from palm leaves- 
Patravah making; Chunam burning; Knitting embroiderj-, etc. 

{b) rhe following small-scale and cottage industries, ain^aig others can be 
developed as supplementary to large-scale industries. 

Motor repairing; Workshops for ioeomotive parts; -Manufacture of Textile 
woodeu Parts; Manufacture of healds and reeds; Manufacture of mill-belting- 
Manufacture of cushions; Roller skins; Pickers manufacture; Tape-inukinf - 

Gold i.ve??hfearant lined ^ 

toilet products; Fishing and fish curing- scents i.nd 

'.hums; Kubberstamp making- Book- binding**' Cow"®.' '^*“^"''’'“'8 of Hai-rno- 
works; Preparation of brushes- ^ ‘?ootionery products; Fire- 

Coper and brassware like hauda’s ' tlialis ni^T**’**^?'®’ 'nanufacture ; 

and other grinding stonerriles, Me e^inding 

for many of om- cottage Industries in'* the“'fo*'‘-*^®’ ‘'"i'''' P‘'°spoots 

artwares such as handmade carved and in/°d^'®" Particularly om- 

toys; brass artwares; enanielwares ivm ^ ‘nolnding wooden 

gold and silver embroidery go^T fihWe Zr"®!' n”*'? “.nbroiderv ; 

exchange particularly dohai-s, h attempts arf.^TT “ 1''®® T'"'"* f°‘'0'8o 

bhities of these articles by introduei/v them tb^*^ ‘“ explore tlie exports possi- 
fore.gn countries, ify Committee are of L “'o 

• poits of the cottage products wnnU • P^niou tliat tlie expansion of 

of our cottage industriel “ 8''o«‘ atimulus to tlm de’veloinnem 

where protection to 'laig^sMle ''Llustores* ■"* i"®"'’ 
cottag^ industries. However as in thp seriously affected small-scale and 
ties nuglit arise where the smaU-scale or coHa°^ liandloom industry difficul- 
on products of a protected indiistiw for *”<^«stnes may have to depeiut 

such coses, provision should be n Le L . r otherwise 1 

scale .ndustries on the merits ^fftfcL ®"®*'^ “f -such s.nah 

i®smIincafe~S»triL“''l^a^ f-om whic. onr eottavv 


ctap^ri-r’^ ‘"Oostries ,2e“':er sXin\“"‘’S -““80 

S“HS£'vr«“-^ 
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materials, 
and 
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Seveinl Loinnussionj; nnd Coniniitlees including Tariff Boards have invariably 
recorded, during the course of their findings, that a large number of our cottage 
and small-scale industries disappeared because of lack of State assistance and 
step-motherly attitude shown by the then Government towards the indigenous 
industries. It is noticed, for instance, from tlie report of the Bombay Economic 
4nid Industrial Survey Committee, 1038-40 appointed by the Government of 
Bombay, tliat shoe making industiy, fireworks industry, bangle industry, beedi 
making industry and many others of like nature could not thrive or prosper 
f)ecause ot want of financial assistance which they needed most. Efforts should, 
therefore, lie made l»y the State to provide financial facilities to regenerate and 
rehabilitate these industries. My Committee would point out that -Tapan, Italy, 
(Jennany. Switzerland. Sweeden. to mention only a few countiies, for instance, 
give special encouragement to village industries and handicrafts by all possible 
means. 


AiiMuig otlier steps which are. in th» opinion of my Committee, e-ssential 
Jor tile promotion and de\elopnient of our village industries and handicrafts, 
tlu' first and foremost is, adequate provision of raw materials of the requisite 
type and iii sufficient quantity to the village artisans. Secondly, they must be 
provided witli technical skill. Certain village industries like soap, painting, 
Klyeing aiijl printing, cart-making, preparations of German silver utensils, 
inanufactun* of clocks and watches, etc. require expert technicians. Thirdly, 
the metliods and technique of manufacture of village industries must he re- 
orientated by an organised and State-aided effort. Fourthly, an effort must 
be made for the organisation of the village industiies and handicrafts on proper 
lines. Fifthly, adequate marketing facilities must be provided for the products 
•of our cottage and small-scale industries. There is at present an almost com- 
plete lack of marketing arrangements for such products. No publicity, for 
instivice. is given to the cottage products either through the press or through 
posters as is done even in the industrially advanced countries ot the West. 
There is no market research as far as cottage industries are concerned; nor 
has anv determined attempt been made to introduce new styles and new types 
to cater to the consumers' changing tastes. 


Financial assistance is. however, as stated above, the greatest need of the 
viliii'^e artisan. It is common knowledge that for want of adequate financial 
facilTties. thi rural craftsman works under many a handicap both for the pur- 
chase of raw material and new equipment. At present, the artisan, being so 
poor a)id without any tangible assets of his own, is not able to avail himself 
01 the existing facilities in the banks or co-operative credit societies. My Com- 
mittee, therefore, suggest that attempts should be made to piwndo adequate 
facilities for securing financial lielp on easy terms and conditions to the village 
handicratts and industries through an industrial co-operative or an institution 
of allied nature. When the various problems facing the cottage and small- 
scale industries are solved as above, their competitive power vis-a-vis tlie pro- 
ducts of large-scale industries will be greatly enhanced. 

Question 13.— As has been already stated, tliere is great scope for the pro- 
.lucts of our various cottage industries in foreign markets provided systematic 
-•ittempts are made to introduce rhem in those markets. It would be a part o 
our Export Drive to explore the possibilities for the products of such of our 
cottage industries as have exportable surpluses. When India enters ^lade 
agreements with foreign countries. Government should see to it that tliey 
.(contain provisions for the maximum off-take of our various cottage products 

hv the different foreign countries. 

It has been our experience in the past that many of our cottage industries 
had to face unfair competition from similar products imported from sorne o 
Ihe foreign countries like Japan. Germany. Switzerland, Sweeden where State 
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rendered all possible help and assistance and gave enconragement to the cottage 
industries. My Committee would point out that it will be necessary to safe- 
guard the interests of our cottage industries against any such contingency that 
may arise in future till our cottage industries receive the necessary assistance 
and encouragement from the State. 


Section B 

Policy of Discriminating Protection and its Application since 1923 

14, 15 and IG. — Have been dealt within the preliminnry oliserva- 

tions. 

(Question 17. — Amongst the supplementary measures recommended by the 
Fiscal Commission, mention may be made of the following; 

(i) Industrial bias in primary education and training of apprentices; 

(n) An adequate change in the principles governing the policy of railwar 
rates, with a view to promoting Indian industries; and 

(iii) Appropriate measures against Dumping. 

‘he policy of .liscriminatinff 

si s=}SHS 

;rL:Js,r.,*s es ssr,:?" 

afford facilities for technical trainin^r for TtS' to. 

ernmeut of India. ® apprentices sent by the (lov- 

conditions then prevantog**were Tn the rieht*d^°T*'*^'”'n "* o‘ the 

weie made to inclement thrsuLslns® A “"'=«rtcd effort 

tentia! progress uf meettg the “ffutme ^“hs- 

cally trained labour. Shortage of ^ ujdustnes in respect of techni- 

culties in the matter of suc^cessful P®®** 

will, therefore, be readily agree/l fTinf of industries in the country. It 

future for skiUed personneUnd in ardJ i ^ industries in the- 

of those who desire a practical course of technh-fl/^f ^ facilities for the aptitudes- 

may he pointed out that ^ Gover^mrnTTCia “h:! ** 

Messrs. Abbot and Wood who RubT^iftari invited two experts 

meudations regarding necessary reforms b ttiTs^tem^T «com- 

the country. Mr. Abbot, who veiy aptly observed available in 

and cany on industries on a large Lale unlli u i? country can initiate 

specially trained for the directiL and ^ an adequate supply of men 

as well as others qualified for the minor but industrial concerns, 

provided in them. ’ Some eSort was made bv tbp 

ments of the various Provincial Governments Education Depart- 

murb d trS^fo the p“a^t waa 

•w 0. ^ .. i..„..5r.rd Aia.t 
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-were made to provide necessary facilities for meeting the requirements of the 
V ar-time industries. In the post-wai* world, when the couutrj' is planning to 
industrialise to the gi;eatest extent possible it is felt that the most serious prob- 
leni facing the couutr}’ is lack of competent technical personnel, which is a 
fundamental pre-requisite of rapid industrialisation. Generally speaking, the 
requirements of industry in respect of technical personnel may be classified into 
three categoiies: (i) skilled and .semi-skilled workere, (ii) managers, designei-s 
and executives, and (iii) supei^dsors, chargemen and foremen. My Committee 
note that some progress is being made in the direction of establishing higher 
technical institutions on the model of the Massachussets Institute of Technology 
and there are also schemes in operation for sending students abroad for post- 
graduate aiul research work and for practical training. As regards the super- 
visory personnel during the wai'-lime, tlie Bevin training scheme did play an 
important part, hut the same is no longer in operation and no scheme .seems to 
have been devised to replace the same. 


As to the position prevailing at present, it may be relevant to quote from 
the Iteport of .Messrs. Ford, Beacon and Davis, who had made a survey at the 
request of the Government of India: ‘there is an almost complete lack of 
engineering and management experience or know-liow; in other words, the inti- 
mate knowledge of tlie most practical means under any given condition to 
produce a quantity at low cost and involves knowledge of methods of processing, 
tooling and designing of jigs and fixture, the lay-out of equipment and provision 
of labour-saving devices: the designing and setting up of proper controls on 
production and inventories, etc. This know-how is perliaps the most imjjortant 
single element re<piisite for rapid and successful industrialisation'. They further 
emphasized that lack of adequate mechanical, electrical and hydraulic equipment 
and the like in the technical colleges and institutions in India is a real liandi- 
cap. to the effective education and training of technical students. 

.Mv Committee are of tlie view that the Government of India should try to 
till in* these vital gaps in our industrial equipment at the earliest possible oppor- 
tunity and reorientate the scliemes of education, with a view to providing ade- 
quate opportunities for mechanical and technical training. In this connection, 
the reconimendations made bv the Scientific Man-power (-ominittee in leu 
report in respect of the requirements of scientific pereonnel deseiwe careful con- 
sideration. Attempt should also be made to bring about a greater degree of co- 
ordination between industn’ and institutions of industrial and technical training 
and facilities should be provided both for-pre-employment and post-employment 
sta'^es. It is lioped that adequate provision will also be made for giving the 
necessary training and equipment to the craftsmen m the villages j^ve- 

lopment of cottage industries, inasmuch as small-scale and ’ f i ’ 

in addition to large-scale industrialisation, are hkely to piny an important role 

in the national economy. 

(ii, Hailu;ui Hate. rn/i.y.-H.niug exnnmu-d the eharges 
asa nst the railway rates poliev that the system on which the ra lwa> rates 

fixed ^ injurious to the interests of the industries -f^^at broad 

of hiienrd Ih“nselverin general agr^ 

2rX“f. ruLS ts: t= 
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policy of railway rates. The Commissiou also endorsed the recommendation 
that machinery and stores destined for industrial use in India should be trans- 
poi’ted at the lowest rate possible. A plea was also made for the acceptance 
of the principle that ‘a consignment travelling over more than one line should 
he charged a single sum based on the total distance’. In addition, the Com- 
mission recommended the constitution of a Rates Tribunal, which should be set 
up with adequate powers to give a fair judgment os between the trader and the 
railways. 


It is an established fact that in India for the last so manv vears the indivi- 
dualistic rates policy of the Indian Railway has not helped the growth and deve- 
lopment of indigenous indiistries. Tlie Holland Commission pointed out ns early 
as 1916-18 the effects of the railway rates on the industrial develop- 
ment of the country, which mainly catered for the expori. of raw matt*rials and 
the import of foi'eign manufactures. It was further corroborated by the Acworth 
Committee that undue preference such as lower rates for export and import traffic 
■did unquestionably exist. The question again came under review ait the time of 
the yairious enquiries instituted by the Tariff Board, who examined the anomai- 
lies in the rate structure and its incidence on industi-ies, but my Committee are 
•constrained to observe that though the recommendaations of tlae Commission were 
well-conceived, no adequate steps were taken by Government t^ implement the. 
same with a view to developing and fostering ‘the growth of industries in the 
country. 


While in the United States coke could be moved by hundreds of miles from 
Pensylvunnia ami ore is carried over no less a distance from Ijake Superior and 
yet a> thriving big iron and finished steel industry could be established because of 
the transport policy and the facilities in the U.S.A.. in India the railway freight 
policy has been anything but helpful to the iron and steel industry. As i.s well 
taiown the freight charges were increased from time to time by the K.T. and the 
B.h. Railways, witli the result tliat in 1964 the increase in freights on iron and 
steel ^ounted to Rs. 40 lakhs per year. This had naturallv inflated tlie measure 
of protection but for which, as was observed, tlie industiw would have been content 
with a lower scale of protection. The case of the Heavy Chemical Industry is 
anotlier instance in point. The Tariff Board pointed out in their Report that’ the 
possibaity of oraanising the industry on a satisfactory basis depended to a great 
extent on the fixation of lower railway rates. It was further emphasized bv 
them that 111 such cases it would be essential to subordinate the consideration 
of raihiav finance to the interests of the country as a whole. However the pro- 

thrLpm (Joyeniment and the industry did not receive 

the benefit of the recommendation of the Tariff Board. Likewise, the Railway 

Dec\ pointed out that the system of rate-making in res- 

®"*^*^**'-^ the foreign manufacturer to import cotton from India 

Indian mill-owners at Howrah. Despite the fact 
that special rates were quoted for some Indian industries, several Chambers of 

tTXtl,. f ” Committee, X werim'res 

Va ! i/ u® grievance in regard to these rates that tliev had not been 

? conditions and resulted in facilitating import and 

export traffic to the detriment of Indian industries. It is true thL some eon 

cessions have been made in respect of sugar, iron steel and other industries but 

Xrirn .its;.- szs jssi tr, «•; 

My Committee would further like to point onf fhaf +Ur. t> u t 
neglected the impoi-tant question of connecting the internal Centres 
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nKn. iiir lu nui\>a\ ittitfs puiicy are now engag- 

ing thi‘ attention of the atithorities and recently telescopic rates have been made 
available on continnous lines as an experimental meaure. My Committee welcome 
the simpliHcation of the multiplicity of the schedules and the introduction of 
a telescopic bias to the rating system, and they hope that this will be further 
extended. It has been already accepted l)y tlie llailway authorities that the 
present classification of ^'ail\^ay rates was a long-standing one and that the same 
was in many respects unsatisfactory. In this connection, the newly constituted 
Railway Rates Tribunal is a move in the right direction and it is hoped that when 
it starts functioning it will properly look into the anomalies of the present rate 
structure including internal freight differentials and evolve a national rates policy 
for fostering industries which exist and which may come into existence hereafter. 
The Tribunal will also have to specially adjust the rates for indigenous products 
and the rates for imported goods aitd also evolve -i more broati-based classifi- 
cation of goods for the purpose of rate-fixing. 

(iii) \fe(i8ure(t againnf Dumping. — The Fiscal Commission while considering 
the cjuestion of measures against dumping accepted that several causes, such ae 
(i) accidental over-production, (ii) monopoly in the home market due to tariff 
production, and (iii) definite attempt to extinguish a foreign industry by 
deliberately supplying goods at a loss, which lead to the phenomenon of 
dumping. * Dumping was defined by the Commission as ‘the sale of imported 
merchandise at an f.o.h. piice lower the prevailing market or wholesale price 
in the country of production’. If dumping is resorted to in an organised and 
systematic nature, the same is likely to result into serious injury to domestic 
industry and produce a feeling of insecurity. It was further recognised that 
where dumping was deliberate, it should be clearly incumbent on the State to 

undertake measures to prevent the success of such a pohev -y- ^ 

Commission recommended that legislation to counteract the effects of dumping 

should he undertaken by the (Jovernment on the hnes of that passed l^y ^he 
U S. V. and Australia. However, the Commission insisted that action should be 
only taken after a full-fledged inquirj* into the aUegation on dumping has been 
made by the Tariff Board and the case is established that the dumping resorted 
Z foreign countries is injuring or is likely to injure the domestic mdustr>-. 

It mav be observed, as stated in the preliminary observations, that the 
character of protection granted to Indian industries was largely of a safeguarding 
varietv calculated to tide over transitional difficulties. This was mainly to 
conditions of unfair competition brought about by monopohes, exchange ( ei - 
ciations. over-production and depression of world-wide character t at 
characterised the inter- war period. However, it is pertinent to note that 
in spite of conditions of unfair competition and the specific recommendation made 
bv the Commission, the Government did not provide for any defan. te an^- 

Tr'indpa'^ facr :ga^st the In'dian industries had to contend was 

■ain'^^e^pL1d“nf ado^ZrwlrnoT cti^ucife to the g.antn.g of innne- 
diat Totectrrglst dumping, which industries needed^ Fo.- ex^ 
while tl.e TaiifT Board recognised in respect of steel that the ciitisn 
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manufacturerB and the continental producers were trying to sell steel for export 
at lower prices than the prices prevailing in the domestic market, yet they 
wanted definite evidence as to the intention that the price-cutting was being' 
resorted with the objective of killing the industry in India. Similarly, 
in respect of heavy chemical industiy it was established that foreign inter- 
national combines were trying to sell chemicals at prices below those which they 
charged in other countries. The hesitant attitude of the Commission in respect 
of proving the existence of dumping was reflected in the inquiries of the Tariff 
Board with the result that undue emphasis was placed on the intention or- 
objective behind dumping rather than the resultant unfair competition seriously 
affecting the domestic industry. 

My Committee are of the view that the whole question of dumping needs- 
to be re-considered in the light of the experience of the harmful effects which 
it is capable fd producing. The phenomenon of dumping has lieen more 
thoroughly examined by economists and dumping is now defined as 'price-dis- 
crimination between different national markets'. Tins is a more comprehensive 
definition, inasmuch as it includes a wider range of practices resorted to by 
various countries. The various technical forms dumping may assume either 
according to the duration or the motive have been classified by Prof Arnold Plant 
as under: 


Sporadic : 

(1) To dispose of a casual over-stock; 

(2) Unintentional. 

Shorf-niii or iuienniffeut 


(1) To maintain or develop a market; 

(2) To el'minate or forestall competition; 

(3) To retaliate against dumping in the reverse direction. 

Loiig-ran or coiitinuovs: 

(1) To secure economies from large-scale pro<luction than domestic- 

market osm absorb without cutting domestic price; 

(2) On purely mercantilistic grounds; 


(3) To counter a protective duty in the exiiort market. 

lo quote the same author in ‘ordinary’ dumping the price discrimination is 
e\ealed by simply a companson of the invoices of identical sales to a domestic 

«how no price 

exported are sold by tradei-s or from stocks held 

in the receiving country at lower prices. The temi 

dumlt- f “O'er exports', 'freight dumphlg' and 'exchang 

il, ? mey or may not involve the price discrimination 

between the domestic and foreign markets. 


if complexity of the plienomenou of dumping and the various 
forms that it can assume, my Committee are of the view that a fairly comnre- 
hensive lepslation must be enacted for the purpose of meeting the^ danLr<; 

f 1“^ category of dumping. They further believe^ that for ®an 
mdustriftUy backward country, it is also necessary to guard against the snorndie 
forms of dumpmg wWch are occasionally resorted to by industrially advanced 
fh~;- anti-dumping legislation should^not be miSd ur^Hh 

tue fiscal legislation of the future. As to the procedure, my Committee hol^ 
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tlie v.ew that the iwommenJation made hy the Fiscal t'ommiss'on as to the 

■ wa ,iv ’’IT P'ocedui-e. whereby due protection stra ght- 

a«ay gnen to the industry by eNecutive action. From the point of vieT of 
uoiuoting the Indian iiidiistnes, it would be better to adopt the pvoeediiie, rk 
ce.s.iiy action liemg taken hy (ioveriuiient on the submission of prima farie 
e\ulence. followed by a subsequent enquiry by the Tariff Board. 

— Please refer to the preliminary observations. 



^ I'vvij nil. rfiuiijcf uij lue reveuuti iciiiu iivixt 

•customs for meeting their budgetary requirements. While my Committee 
appreciate that the revenue needs will persist and customs duties may continue 
to provde a substantial part of the Oovernment of India’s revenue, they would 
at the same time like to state that undue emphasis should not l)e laiil on purely 
revenue considerations as ngfiinst the fiscal .and industrial needs of the country. 
In fact, revenue considerations should not he allowed to override fiscal decis ons. 
and if the fiscal policy is calculated to promote industrialisation of the country, 
it should he clearly accepted that where after a careful iiKjuiry and due consi- 
deration the Board has recommended the case for protection of a given industry, 
revenue cons derations must nr)t unduly iT)tluence' (lovernrnenf s decision as to 
whether the imlustry should he protected or not. This, however, does not mean 
that revenue requirements should he completely ignored, but what is emphasized 
is that while the (jovernment inav certainly give due consideration to the 
revenue needs, the same should not pro>e to he sm ohstrnction in the apj)hcation 
• of the fiscal policy. 

Howe\er, the position has considerably changed since the ado])tion of the 
Pesoliition and a tendency is noticeable for an increasing reliance beirg placed 
on direct taxes and excise duties. In over-emphasizing the loss resulting from 
the Customs revenue, it w'as forgotten that progressive industrialisation will 
open out several other sources of revenue, which can conipen.sate for the 
^o-called loss. A reference to the cases of iron and steel, sugar and other 
industries would make it clear that the loss in customs revenue was made up 
in more than one direction such as increased income-tax payments, excise 
receipts, increased railway earnings, and in cases, customs revenues due to 
Uvoer imports of marhinerv and industrial raw materials. This possibility was 
.cleSrlv visualized by the Commission in the Report where they observed: 

‘•Now so far as industrial develoimieut increases national wealth, it will 
ot course also increase the t-axable resources of the country and 
hrin- increased revenue to the State. But industnai develop- 
ment als.> produces wealth in a form in which it is 

relatiMdy high revenue. .■\griciiHural wealth ^ 

th.ough land revenue, which expands but slowly. he Profits 
in.iustries on the other hand are taxed mainly tbron'di tlie ‘' ^oi 
tax and also after distribution t'o individuals ‘=‘>"tr.buf.e 1 ige V 
to the customs and both these are sources of revenue, whkh le 
1 -ond irnmediatelv to the increase of wealth, it, theiefore, see 
I-easonable to suppose that industrial development will exercise 
favourable influence on public revenues. (1 age 26). 
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ily Conunittee, tbeiefore, feel that in formulating the future Bseal policy, 
undue emphasis should not be placed on purely revenue considerations ot the 
tiovemment, but the same should be related to the larger economic mtensts 
of the country as a whole. 

QueHior- 19.— In 1945, the Governiiienl of India consUtuted an ■.iitenin 
Tariff Board in the first instance for a period of ’2 years to investigate nito the 
question of protection or assistance to war-time industries pending the forniuhi- 
tion of the long-term tariff policy the Board was to recoinnieiid protection a.s 
an interim measure for a period not exceeding 3 years. iMie terni-i and <*oii- 
.f.Iitions for the grant of protection laid down were as follows: 

(1) That the industry is established and conducted on sound business 
lines; 

.2(ii) That liaving regard to the natural and economic advantages enit\\ed 
l)v the industry* and its actual or jirobable cost, it is likely "ithin 
a reasonable time to develop suthciently to be able to carry mi 
-'iieeessfidlv without protection or State assistance; 

or 

(b) That it is an industry to which it is <lesiral)le in the national interests 
to grant protection or assistance, and the pifihahle cost of sueli 
protection or assistance to tlie community is not excessive. 

On fulfilling condition (1) and condition (2)(a) or (b), the industry would be 
.deemed to have established its claim for ])roteciion. and the Board is to recom- 
mend tlio iiccessary measure of protection. It was furtlier recomnu.auled that 
the Board should complete its inquiries with all possible, expedition and sl;ould 
•submit it-s Beports as soon as investigalion of the claim of an liuliistrv was 
concluded. 

A coiitparisoa of tlie above conditions witli tlje conditions known as the 
Triple I’ovmula laid down by the Fiscal Cojnmission does show a marked cliange 
in outlook and in accent. While the first condition that t!»e industry is cs- 
tiablished and conducted on sound business lines may not present nuuh 
■difficulty under ordinary circumstances it is likely to create difficulties if the 
same would be sought to be applied in a stricter manner. It would laigelv 
remain a matter of interpret^ition whetlier an industry is run on souml business 
lines or not In faci. tliis condition should be apjdied wliile determining the 
quantum of protection rather than making it a basis for the grant of )>roii>ction. 
Condition (.2)(a) lays down whether the industry in q\iestion is likely witliin a 
reasonable time to develop sufficientl.v ‘<0 be able to carry on succc'sfullv witb- 
•out protection or ytute assist-ance. This particularly is a new ver.sion of the 
•old condition that nvi industry in order to receive protection must be ahic to 
dispense with if in due course. As has l)een already observed before, it em- 
phasizes an obvious aspect of tlie principle of pi'otection that no industrv widch 
is likely to become a burden on the community should be protected except on 
broad national grounds. It is feared that in view of the present uncertain 
com iiqons which are likely to prevail in the near future, the tJisk of tlie Board 
IS likely to remain more or less that of guesswork as to the future cour.se of 
•development. The Board at best can only attempt to assess in general terms 
what the competitive capacity of a particular induslrv is likelv to be in the 
near future. Tt is presumed that the Board is not expected to ‘apply this con- 
dition veo- n 80 rou% view of the existing „bno„n«l conditions, which 
preclude any possibility of a reasonable foi-ecast as to the future. The most 

the" (2)(b), which requires 

to wWch It t drs3® r ® “PP’""® for protection is one, 

to which It IS drsirahle in the national interest to grant proteoHon or assistneo 
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‘ “ ‘ or assistance to the communitr 

Ih not exceb6i\e. ims condition, in the opinion of my Committee, is a definite 

1 inpix.vement on the condition laid do^vn by the Fiscal Commission 
and LU^Aides scope for a more liberal inteipi^tetion. The term ‘national 
interest . it is piesunied. will be interpreted in a broad and comprehensive 
inuiiiiei so as to include diversification of national economy and will noO be 
confined merely to those industries which are important either from struteffic 
or defence point of \iew. 


It may be ohseiwed that in the im].lementation of a fiscal policy it is not 
mereU the question of liberalising conditions of protection but what is more 

relevant is the spirit in which the conditions are iiiterjireted and applied with 

a view to bring about a rapid industrial development in the country. 

JO. Jt is understood that the total number of cases referred to* 
Uie interim laritT Ifoard was 49 and the Board reported on 42 cases during 
it*, tenn of office. Out of this. 88 were war-time industries and 4 were old- 
established industries, viz. cotton textiles, .steel, paper and sugar. The Board 
was subsequently re-constituted in 1947 with certain additional functioiiiJ. 
The re-constituted Tariff Board completed 12 tiU’iff inquiries upto January 
1949, and has a programme of investigating new cases besides pending iiujuiries 
an«l reviewing »*ascs of pre-war as well as war-time industries, which received 

]•rote(•tioM on tlie recomnicndation of the interim Tariff' Board. For a large 

nuniber of cases exaniine<l by the Tariff Hoard, the main lecomniendation was 
for the conversion of tlie existing I’evenue duties into protective duties. In 
4 cases duties were increased on the Board’s recommendation and in abou#^ 
10 i-ases new items classification were included in the Customs Schedule on 
wliicli the protecli'e duties were impo.sed. In about 8 cases, no protection 
^vas recommended In the Board. In cases of investigation re; the continu- 
ation of pnitection. the Boanl recommended withdrawal of protection in respect 
of cotton textiles, steel, paper and magnesium chloride and silver thread. 
Mv ('ommittee note that in the earlier stages on an average 8 to 10 months 
passed between the date of the siihmissinn of the Report and the date of Oov- 
ermneiit’s orders on tht same, but tliey undei*stand that this delay was largely 
<lue to tlie impeialing constitutional changes and the preoccupations with tlie 
problems relating to Partition with the result that the decision on some of 
the recommendations of the Board had to he unavoidably postponed. The 
dclav lias been minimised in the subsequent inquiries and my Committee hope 
that ill future it will be an accepted convention with Government that, they 
will notify tlieir decision within a period of 2 months of the date of submission 
of the Report hv the Board. It is particularly refreshing to note the spirit 
of helpfulness which the Tariff Board have shown in respect of the needs and 
claims of our industries seeking protection. The Tariff Board has also been 
keenly alive to the need for giving adequate protection to the industries and 
to that extent wherever necessary they have alongside with the protective' taxilt 
recommended the imposition of ' quantitative restricfiions. 

Section’ C. 

Jtevieu' of the t’ffecffx of po^tf Tariff Policy 

Kotk: Relevant Statistical Data, peitaininf! to .jnestions 21 to 27 can b.. 

bv individual units in the industries concerned, or may be compiled h\ t 
^linistry of Industrv and Suppl.v. 

Question 28.— Tlic revenue tai-iff.s' imposed in tlie past have 
ciable effect in general on the growth and development of 1“^“^ 
on the course of our export and import trade, which were all * 

other factors discussed in detail below in the relevant sections. Nothing 




173 

'done to promote key or basic industries for u long time since the advent of liie 
British Kulc nor to assist the depressed indigenous industries. In the early 
period the moderate revenue tariff was gradually reduced and finally entirely 
removed between 1882 and 1894. This was revived in 1896 with n general 
rate of 5 per cent, which reinained in force witli minor modifications till 1916. 
With the complete change in tariff policy thereafter due to war conditions, in 
1922 the general rate was raised to 1.5 per cent, with higher duties on certain 
articles, chiefly luxuries. Since the recommendation of the Fiscal Conimis- 
sion in 1922 for a policy of discriminating protection was accejJted, the claims 
•of various industries were investigated iuid as a result customs became the 
chief single iten; oi revenue to Government in the coimtrs’ without whicii it 
should have been difficult even to balance the budgets since 1916. If the 
protection polijv probably preserved Indian industries from the contraction 
which the Depression might liave produced, there has been little or no indication 
ftx)m the trends noticed of any resulting acceleration in the tcini)o of indus- 
trialisation On the other liand ihere have even been complaints tliat Indian in- 
<lustries utilising imported raw- or semi-manufactured goods have been injured 
by the revenue duties some of whicii w'ere therefore reduced or removed on 
the recor.imendatioii of the Tariff Board. Aftc'r 1922, the revenue dutie.s were 
unaltered til) 1931 when owing to the depression and the serious budgetary 
position iti became necessary to increase taxation and tliore was an increase 
in the tariff rates. This was followed by the modifications arising out of ilie 
•Ottawa Trade Pact, the acceptance of tlie |m]jerial Preference and otlier sub- 
sequent trade agreements with Britain. The one conclusion that- (ran safely 
be drawn regarding our revenue tariffs, is that wiiile no doiibt they constituted 
an important source of income to Ooverninent, they failed to have a. direct or 
indirect influence in furthering our industrialisation and expansion of f..rcinn 
trade. '■ 


QufixUon 29. — (a) It would not he correct in general to atrtrilmte the changes 
noticed in the course of our foreign trade to tlie tariff policy pursued by Gov- 
•ernment thougn they had the negative effect of preventing the growth and 
development! of industries and thereby canalising tmde into channels that 
helped Britain to draw the raw materials fi-orn and supply manufactures to 
India. The traditional pattern of our foreign trade mav be said to be partly 
the result of the lack of an appropriate tariff poliev suited to the needs of the 
<-ountry. In effect, therefore, during the pei'iod '1923 to 1939, the i-cnernl 
position remained the same wdth no significant chiinges till 1929-30 wlien tlie 
quantum of om- foreign trade varied between Bs. 552 and 604 crores. T,, 1030- 
31 ol course there was a contraction to Bs. 399 crores whicii further fell down 
to Bs. 324 crores in 1938-39. Eegarding the charter and geogrmihical dis- 
tribution of our import and export trade there were minor changes which did 
Hot wholly alter the traditional pa Intern. 

(b) In a period cf general contraction in trade consequent o*i the World 
Depression it is difficult to measure the extent of loss or improvement noticed 
m our domestic trade consequent on the tariff policy pursued bv Government 
Ihe only possible inference is, as stated above, that there w'as no significant 
improveinent noticed in the trends of domestic trade and the period was 
characterised more by a recession in trading activities. 

Section D 


Faciora in the Formulation of a new Fiscal Policy. 

insKf trade durin 

T f 1946-49 (tlie transition period) my Committe 

^ compoStion and direction ( 

our ex^amal trade which has considerably altered the traditional phttem. The 
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do iio.< of uouise subscribe fully to the view that this change is indicative of 
the gro%Mng industrialisation of the country. In fact the economic factors in 
the transition period, part-icularly in the last two years, liave revealed the 
dilheiilties in inainttumng this altered pal-tern of trade which has of course been 
to the advantage of the industrial development of the counti-y and in conformity 
'vitii the reconstriietion policy of Government to shape the structure of our 
foreign triule accortling to the needs of a changing and dynamic internal economy 
moving towards liighti levels of production. emplo.Mnent," efficiency and welfare in. 
tile future rhiis t'ho significant changes hi'ought about by wur-tiine emergencies 
in the >trueture of foreign trade accord \\'ith our basic principle of recnnstruc- 
tioii. vi/. tlia'j the citurse of trade should he developed onlv in such of those 
surpl'N raw materijil.s and iVMturces after satisfying fully the internal demands 
and in semi-processed and manufactured articles wliich * should give a continu- 
ous iinpctiis fo!* the expansion and gi*ow th of industries in India. 

During — -la. a rapid Increase was noticed in the value of the export, 
trade in good.s wholly or mainly maniifaetured. allowance being made for the 
inflation in prices and secondly, manufactured goods have represented a 
."teadily declining pioportion of liuliii’s imports and a steadily increasing pro- 
portioii of her exports. The percentage share of manufactures inifiorted iu(*> 
the coiinti;. was bi.*-8 in IflMrt-HO again-st .‘W in 1048. There was a sluirp rise 
in imports of raw materials from *21-7 per cent, in 1088-89 to ;)3*S1 per cent, 
ii' 1048)-41. Dll the export side manufactures recorded an increase from 30’ 
per cent, to .*<()-4 p-'c cent, (’onsidering sejiarat.ely the various Items which^ 
nonitally constituted the export and import list, on the ex'port side raw jute, 
raw cotton and waste and oilseeds declined in their importance uhile coflon 
and jute manufactures showed a rapid improvement besides mineral ores, 
spices, ten. tobacoo and other goods. On the import .side except for essential 
consuiuj^tion goods, raw materials and capital goods, other kinds of luxury 
articles and non-essential manufactures completely disappeared. This trend 
was of coui-sp sulijei't to frepuent clianges in respect of specific goods on fwcount 
of the modification^ in the restrictions and regulat-ions on trade fi-om time tO' 
tirn However in the view of inv Committee, tlie one important adxontage 
in the shift- in our external trade was. as observed above, the increase in the 
exports of sciiii-nianufact'urcd ami manufactured goods. Secondly, there was 
also a change in the direction of trade, an increasing jiroportion flowing to- 
Tlinpin* countries during the war period hut later from 1945 a cumpnr.itively 
i/icrcasin- percentag(> being directed to non-Empire countries, r articularly 
r S \ and conlltri.^.. in the Middle East. Tliis again is a relative advantage 
,.f' inmorlnice whi.h may he fulix utilised in developing industries 
trade. 0„e disGirbing change in t)ie foreign trade position during 1946-4.t 
is ‘lilt of the continuous adverse balance noticed on account of the heavy ami 
imports of f., 0,1 an.l es-ientiiil o.opital equipment nnd kek of eunert 
re-^oureo^ to meet tin above wbieb Inis ere.ated .a Ijroble.n m on, b’'';;''™ " 
payments |«sition, fn the last tno years it bas also become clear 
Lport capaeitv falls short of onr in, port requirements and tins has bee, f r I , 
nffLted hv the removal f.-om onr export list of stap e exports, as ,nte ,n 1 
cotton consequent on partition. The pi-esent position '-c-pevt -f kenaj 
frade is one of , educed qnantnn, in exports of tl.e tradit.onal . e i s ,md the 

eradnal loss of maibets eantnred dnrine the war anil an me,..,.,,,, ■ 

" ' f imkc if difti<’"'t to maintain tlie advantages gained duiin^ the 

f e ~si io n-^^ -lirecHon of the trade. This is also inflneneed by 
rvVrmd V: llu. of a e,-adnal priee fall in tl,e world ,n„,-!cefs compared 

to an inflate.l ('rice level witlnn the coiintiw. 

#• ‘^9 The aiiestion covers various aspects of Governments in- 

dnsSir^d Sii: f"'- P-PO- of analysing the -noad edeets 
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of these polices on our import and export trade and the growth and de\'eloi‘-- 
iiieiit of our iiidusU'ies it is n<3t necessurj- to refer to the several vicissitudes 
through which they have passed. :My Committee would confine ilicmselvo 
to the geno-al effects on trade and industry of the various legislatiNe and ad- 
ministrative iiieaMU'es taken to control and regulate our foreign trade. Taking 
our foreign trade, the emergency conditions created by the war necessitated 
the imposition of various controls on imports and exports which were in 
operation till tli-* end of hostilities after wliicli tliere was a coinparativf libera- 
lisation of the import policy dictated hy the pent-up demand ff)r the various 
goods within ihe country. But it was soon reatise<l that this liberal import, 
poliev could not be continued as there was a continuous drain on the foivign 
exeliauge itsources and a modification Was necessary. From May 1947 our 
import policy has been mainly governed by the availability of foreign exc-liange 
as also of the conservation of the exchange resources at the dispcisal of (lov- 
enimc-nt. tlius natmally leading to tlie fixation of ceiling, quotas, etc. Wliili* 
it may be considered sound to limiti imports to the extent of the .ivailai>ility of 
foreign exchange resources the actual working of the control system has ad- 
versely affected our external trade. The principle of conserving rhc i-xchange 
resources and an tfhcicnt utilisation of the same re-tricting imports to essential 
eapit-il equiinue.u and raw materials has not lieen applied in 'che | roper 
manner. Consetjuently a grave dissatisfaction has always existed among tlic 
trading community on the ineffective and inettV-'ient administration of tlic 
import control.^ and the various grievances of the public have been t’onirnuni- 
cated to G*nernment through the representative bodies of trade aini 
commerce. The grievances did not arise so much, as mentioned before, froni 
tlie rigidity of the control policy as from the administrative vagaries. The 
net result of the uuco-ordinated and planless manner of adminisU-ation r.f ex- 


port and import controls has been a shrinkage in the (piantum of trade durin*’ 
tile period a- well ac a ijvidening of the gap in the balance of payments^ 
Further, the restrictions and regulations regarding imports neiHu-r helped 
Government ro fight inflation as they expected nor have (hev helped to secure 
essential caiutal equipment for the growth and development of our indus(ri-s 
ahe regulations on our export trade added to the eomplexitv of the situation 
and further reclnoed the capacity to pay for the much needed imports The 
necessity for a rexi.ov of the export i^olicy and the need for a vigorous export 
drive was not. realised until lately and the result has been the loss of ..xoovt, 
markets m resjiect of our major items as cotton piecegoods. hides and skins 
oilseeds and several manufactured jioods. On the whole the -ffeets of tin- 
legis atiye an 1 admunstrative measures have not been successful in plannim- 
our foreign tmd,^ so a., to help tlie growth and development of industries. 

fundamental premises on which the Fiscal Commission. 
bac,.fi ihpi, recommendations were that industrial develoimicnt uiil 
bung about new sources of wealth, encourage accumulation of capital, c' lar'p 
publK‘ revenues, provide more (n-ofitable employment for labour and reduce 
excessive dependence of the country On agriculture. These premises still 

f«»-. -advanced in industrial 
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juciubtiies, it may I'.j eijually necessary to facilitate the supply of industrial raw 
Jiiaterials, essential plant and macliiuery, technical personnel as also concession 
in freight rute^ U) reduce the present inflated cost of production and tliereby 
strengthening the coinj^etitive capacity. My Committee, therefore, co)isider 
that under the present sUite of our economy, it would be necessary to combine 
both fiscal and non-fiscal measures in a judicial manner with a view to protect- 
ing and developing industries. 

Quctftion 85. — As indicated in reply to Question 81, the traditional psdteru 
or trade has undergone a striking change, and 'ohere has been an increase in 
tile eNpoit of processed and manufactured goods with a decrease in the ex- 
jjort of ra V luaterials. Similarly, there lias been a decrease in the import of 
manufactured goods and a small increase in import of raw materials. With 
the incroastd industrial development of the country, it would be necessary to 
maintain this altered pattern in the composition of our foreign trade. An ap- 
j'ropriate tarilT jK»licy can largely further the expansion of our external trade on 
the ab ).•*.' lines by facilitating the imports of essential raw materials capital 
goods and machini’rv necessary for the implementation of the progrannne of 
indnstvi.il developineUf . 

Qiifxtion 80.— The objectives of tariff policy in the short period will neces- 
sarily be goierned by jiost-war economic situation prevailing in the country. 
As is Well known since the cessation of hostiiltiies the economic situation has 
been cliaracki ised by persistent inflationary- trends as well as diflicijities in 
respect of balance of jiayments position largely resulting from heavy imports 
on account of food deficit and imports of capital goods and machinery. Tin* 
has created an imi-eiative neces.sitr\- for an extensive export drive, piirficiilar* 
ly to Hard ('uneucy countries. 

It is. lliereforc. clear that the objectives of the tariff policy 'in the short 
iteiiod siionld be (i) to maximise production both industrial and agricultural by 
all possib'e means; (ii) to protect and develop the essential war-time industries 
a- also a number of other industries which had come into existence during the 
diffi-ilt period and have helped to sustain the national economy: uid (in) to 
dcveloi) and assist such industries, which can command an export market, so 
;,s to be able to adjust the present adverse balance of trade in an advanlageoiis 

manner to conritn'. 

• — YfS. 

OurMm W.-Mr Con.ii.ittfe have already indicated in tl.e 

for «!>■<' ^ in,ip,e that any industry which la 

essential for the p.n-pose of industries. 

i„.espective of the i;enend heeoine more 

As for the has.c and ‘policy of the fiovernment of India, and 

•'';/tir'^«c.ial priori t v l nlave to he given ‘o the establishment o 
in view of that a. pr n > scheme of industrialisation. _ These 

such industries which ^ sole consideration of their m.poHj- 

jndustries will have to be I . detailed considerations which 

once to the national ^“>’Ty,.;t,eToprent of a particular industry will not 
generally apply -goard should be tree to recommend such n easnics 

.^r’a^Wanen.nd ,!j'otltS:>n as may be best calculated to promote rap.d growth 
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ed rSrt; f Taridf Board must be instruct- 

in a particular industry but mus/ also on” ^ °h eslabjished 

principles of protection recommend tt TJ. 1 . r 

of production in the same industrv u l.i i sucli allied branches 

should be developed iu the best imerLl\>r 

of tahiug a piecemeal and static view of tL iudush^l 

country, the Tarilf Board must take a enmnr of the 

development of the country as a whole Th^ t"’*# ‘' w'"®'! iivlostrial 

empowered to consider the cases of siiel, m« i further be 

for filling in gaps iu Ihe industrial structure of “he “f “‘'® ''«<^''8SaO' 

for investigation from time to time bv the Plmnl ““”*7 “<1 “‘'e referred to 
for a fulUfleged jirotection to such industripc uill"® Commission. An a.-surance 
for the development of new industrip- h J Provide the requisite incentive 
on the part of the entrepreneur and capital. necessary initiative 

lo a given industrt!°my^CoVm°U^^^^ protection or assistance 

bodi.^d in the Triple FarmX need tn 1 p ?! feslrictive conditions em 
pointed out in their detaneTexrrntat^orSffi?^ ^®ve 

ft T be Sensed with nvaiinbility 

the Tariff Board to recommend prelection pv^ti ' should be open to 

raw materials may not be available in the count? t ^'^bere 

requirements o: the domesticTa^kefc tThp 

omy relevant consideration that will have to wpi.t i? ^narkets. The 

is essential to the national interest and t\ "eigh will be whether the industrv 
economic development of tie co^ntr? contribute to S 

industry ?r'e nvadab "'’uther raw 

he recommendation of proiction by the BotrdthouM be 

(i) That the industry ig suffiptPnfiTj ■ 

the national interest and Mn'^eed otnrtte t''’® 

(ii) That the industiy is in a position t ^ ^ 

nwritel or a potential export markerTnTti? M "^’tuut® ''n™e 
hroteetiou or assistance to the comiiiuniVI®*’ t® ®uoh 

porS^VSSSrlr^^^^^^ “-re: 

S^S?,3;HIs5E£f-#:irS 

g'-anted to such "ri, *® ““muni^ and wLrhe“t®y ‘‘ ''Mv 

would reiterate f^r? “ . deserves to be extendpd ™ther the protection 

tectioi should not conditions prescribe^d^ Committee 

''I' '■•'• » b. I.U,. 

.s*'* “Sr "‘"r '.•s't.g 

— a. :ss- 

17 Wo" 
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cnte^urKT''such ‘‘*‘® be classified in different 

(1) iiulustiie.-. whieh are of stralegie and national importance— defence 
iiulusiries. 

(ii) basic and key industries which are essential for the industrial exnan- 

^^ion of the country; and 

(iii) all otlnr iiulustries which mainly coinpi’ise the consumer goods 

industries. 

llie above categories indicate an implicit scheme of priorities and my 
CoininUtec would only add that the selection of industries should l»e made 
having du.> regard to the need for evolving a balanced economy for the country. 
Tliey would. luuvf.ver. add that in respect of new industries which may be 
either bidonging to the basic or key in<lusiries group or to the group of con- 
suiiK i* goods industries which arc considered necessary from the |)oiut cf view 
of the industrir.l development of the country, Government should announce 
tlieir poli,-y of till- measure ot protection and ext-ent of assistance which would 
be granted to such industries. This, in the opinion of my Committee, will 
greatly facilitate the task of the industrialist as well as induce prospective 
investors for the puipose of capital formation. In this connection it may be 
added tba’. suitable measures must also be adopted for the development of 
national banking, slopping and insurance, since they play an important part 
In the development of our industries. Tlie above is only a rough classification 
and since the development of various industries is inter-dependent, my Com- 
mittee do not favour any rigid classification of priorities. Regarding the 
manner in wliicli the conditions ot protection should he applied to these 
different categorie.s of industries, my CommiUce have already indicated Iheir 
views in their re])ly to Question No. 38. 

Question 40. — Yes. 

(hirAfion -11.— Aniongst the various nlteruative methods used for protecting 
industries in modern times, it.av he mentioned: (1) Protective Import Duty. (2) 
Bonntv or subsidy, and (3) Quantitative restrictions of imports; mention uiay 
also he made hero of the system of pool prices. 

(1) Turiffs—ln spite of the fact that protective technique has assumed new 
developments particularly in the inter-war period, tariffs yet continue to play 
an important part not only as a means of raising revenue but also as au im- 
vorUmt inslmment in the hands of the State to direct economic life and to 
determine the How of internalioiial trade. it is well known that levenu 
duties oceiit v a very important place in modern public finance and they are 

of time. 


Tni iif diifier have also to'exttnd tariff coiicersioiis 

merciil harcaiiiins ivherehv f with the amount ot favour- 

to imports fioin different countries m aecoiaa ndditional uses 

‘p,e lieatnient received f.om_ those countne . 


Amongst other ndditionnl 

Muie l; ^ Ot nreferentiol trentment to the 

erH:rm“^ioS:rnXiSihrium in the adverse hataiice of 

trade position. 
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throng], price meelianism. Since f^irdcmvs^tai” imlircetlv rcg„|„tcfl 
an increasingly iniportant role in flio tr i ^ Imw conic ti> play 

as an important metho I for stimulating* h.ten P''®*oction and it ii^ accepted 
SKlies or bounties involve either ^ ^ ‘'"'^I»=‘'..sinn. Sub- 

form of in.li.eet assistance in tin 'h^ne ' 

p- '■"- 

sidies that liipve been meiitioned -ihove Tl ' r'® '’"''ious forms of sub- 

British B,.et Sugar indnst” 1 , y '" P' 'vsp.p.t .,| iPe 

"•hereby fl.e industry rvas able to >u kfr-n 

creasing from 24 , OIK) tons in 1924 to siy k !l'‘’ ‘’'“P"* «' ii'- 

also be made to the eases of b/ef subs die sC may 

bounties utiiised by the U.K. both for e:^u:^^i;:r;o:iut:. mt, t^lar 

‘bat:■s::^:,.:^:; “iii* rrir'uis^T' o 

control than (ariffs, (ii) that whil, th! burden ori m!.' t"' "’"^ "nbie to 

lal fax-payer, llie burden of tariffs falls niiou llm shifted to the gene- 

Poor, and (ill) that bounties are ndm inis v 2?““’"'® 

managed more cheaply. As .m-iinst t i ' “"'•‘■■■'lent ami eaii be 

Si-sten, of bounties oi- subsidies' nrfsu. i "‘<>1 U.e 

sary for jirox iding fun Is. for tlm p-ivineiil of ‘'cvenue nec-s- 

nnderdeveloped country such sourciiii m ^ In an indnstriallv 

not be praelieable to resort to those' methods' on a"l' "'i'‘ 

-be India subsidies i.ave to la- used pr , dv f b>‘■«e■scale. For a country 
It IS necessary to differentiate liere betweei 'inl.dd' Inni'-sc. 

for the purpose of developing industries in nd^ f " "^od priinuiily 

countries a legitimate -nanne, a, Him -g-icultural 

to exportii.,; or dumping goods a system III ? "'i‘b " victy 

percussions on internalionai tra le.'' -■•'■eating serious re- 

of the imlustn' m'reTOou^'rthe'deyei'o^^^^^ -jssislauce to all units 

Imiitccl HI the.r scope ina^mtin), o m ^ bounties ue 

K-lrendy in existence nnd thereliv cre'^ite*rt\.emrei^ to only those units which are 
pohsatiou. Again, a difficulty' is exnerienPA l S’'owtii of mono- 

ui respect of such industrial product! r'*" applieatiou uf subsidies 

The system is easily applicable only to tlm« are of quality, 

form in size or quality Tf tc t m ^aosc i>ioducts which are relativelv mil 
sidies from tl.e ‘' 1 '“* Preferable to subi 

revenue vhereas subsidies" i.llt ' ?h ‘"''‘'i* '* — 

1- th-3 -ighi of tim . , •! ‘^^P-‘"'liture. 

mUtee“i,’'the'''-'“ 'j® consideratimr''l,f thf “ '“ ’“*‘•■^-’9 

^ jw^wiously utilised direct^ and^ilidf ‘iniustrialisation of the 

role as a can pbw 



iiaten , 1 s „secl lov the development of the inTT'’ ;',!” machinery and 

fact the nnlhect forn, of ass” be la 

^Pd-d m new industrial ente, -prises or th,^on» parantee of investment of 
poit ot nv.v nifitunals. Finaliv tiiP ^ concessions on the trans- 

«'* -snranc, to purchase a -'’'f forward' whh 

«grec( pr:ce. For an industrially bv^ku-^r nnnnV 

subsidies can play in the task of brin^ino 1,1 f ‘mportant role which 

country can iiardly be overestinmted""'“'“° industrialisation of the 

by till cose^'onliuni^nium pHce^l^onV exemplified 

ran^^tanuit u as a w!ir.tSie^ a method of protection. The pool ar- 

market and healthy comnetitiL unsuitable to conditions of free 

gnint of nssistam-e fn th ^ / ^^7 Committee, instead, favour a positive 
try to survive and (r. rrf ^ l"? 9 subsidy which can effectively help an indus- 

(*4) Quantitative Rcstrictiops.— As compared to tariffs and subsidies, the 
use of fjuaiititative restricfons has been acclaimed as the most effective 
techniq’ie of protectnig industries against the inroads of foreign competition as 
also ;in important instrument of commercial policy for safeguarding the econo- 
mic shucturo of a country during periods of emergency. Again, as compared 
to tariKs, quotas are both effective and flexible and can be utilised as a definite 
means of ctfecting quick and drast'c reduction of imports with a view to safe- 
guar ling the imminent danger that may threaten domestic industries. The 
inevitable result of the system of import quotas is to eliminate the scope for 
any 2 >rice adjustn'ent and limit the foreign supplies so as to give an assured and 
guaranteed market to domestic production. Direct quantitative control is 
normally tfiVeted through quota and licensing systems but other indirect 
methods also have been invogue by which quantitative restrictions have been 
imposed, such as operation of export and import monopolies, tariff quotas, 
exchange controls, etc- 

As stated aboNe, the object in resorting to tbe quota system is to bring 
about an effective and prompt regulation of imports. However, there are 
several othjr considerations which necessitate the imposition of quantitative 
restrictions, such as regulation of tlie balance of payments or trade balances, 
inaintaniing internal price levtds as an instrument of commercial bargaining, 
exchanging of .specific commodities on a barter basis, etc. From the point of 
view of an under-developed country, tbe quotas have a prime significance m 
terms of rendering definite assistance for the development of industries, be- 
sides, thev serve as a very effective instrument against methods of com- 

petition. such as dumping which result in flooding the market with impor s 
awl against ^vhich the normal methods of tariff protection or such other devices 

prove ineffective. 

It is a matter of common knowledge that India resorted to .P?^ 'S' 

port control as a war-time measure and during the post-war pe iod tbe ^“6 
has been continued with a view to the conservation of her ? 

re.sources and to meeting the difficult situation created 
essential coods. It is well known that industrially advanced c^“tries mm 
U K USA fiermany, France and others li.ave resorted to the exp 
^u^tas duHng the inle.-'-war period or, an extensive scale ^ ^-7 

warfare. Great Britain adopted the creat- 

interests against the heavy flood of imports during . ® Act 

ed bv world depression. Accordingly under the 

of 1933 measures were devised to subject agricultural products, such 
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milk, egp, poultry, etc. to import regulations i i ■ 

new policy of economic autarchy Germany evten "1 of the 

quo .as moroer to achieve its objective of self sufficienc'’ "’'r ' 

this method e,n a large scale with a view to rediic n n'lepted 

reserving a large part of the Iwench market for "i”'’”''*' "“''P'"®- '“'J 

during the inter-war period almost all the Enron, .an producers. In fact, 
technique nf quantitative restrictions bv virt e nf ^■'^^orU'd to tl,c 

Sj^ed between different countries lurinv tht Thttier°‘ T?- “g««ments 

the abuse of the technique of nnanfu-n?: uaturallv Jed to 

discrimination among suppliers, ^uneconom^ca^'^dir^ inevitably resulting in 
national friction and ill-ifij t. if?,? !?- of trade and inter- 

direot import control, particuiarly from n ^ to 

can be understood. These countris bavins del j advanced countries, 

under the shelter of protection are now In Jenl! structure 

nomy and finding outlets in terms of expendint^ m ®*^^'''sing (heir eco- 

pon of commercial thouh/bf should not be used as a wea 

restraint this metliod can be v4 nsef.H n that if used with due 

speedy development of industries parti-cuIarK^'in^.^d^^^^^^^^^ 

It has been recognised even bv tbosn wl? l>nckwurd countries 

restriction, that dSring the postU “U qu.antitutive 

and the imperative need for meetini nMirvT- the shortages of supplies 

the couutri,i.s will have to regulate theiftrfde “bv the .‘=^'“'’‘'"8®. most of 

has a . ^0 been accepted that quotas will have tn h ‘"^Position of quotas. It 
of war-time industries and for easing the balonr^ P^'ot^ction 

sides, for an mdustriallv backward '"eounf!^. . / payments ditficnities. J^e- 

view quantitafive restrictions wUl be an fndllnp iong-tcrin point of 

effective protection to domestic industries P ® for giving 

*ng. Uy Committee are of «nd dump^ 

must have the fullest freedom to u.e ^uant backward country 

sive and as a developmental measure.^ ^ 

be free to recommend the us^. of n.mfoc -Ti® Board, should, therefore 

ont sf”'" 

cepfed as'°a" metrod ’of prolecto^^ is commonly ac- 

"ml dumpinv for protecting iiidus'tr es 

Tariff Board should be free to det.>i-m- Committee suggest that the 

K'= “ 5 =:= 

r - “■ - 

dumping. "" *" mply (o Question 17(iii)-Measnres against 

posSror^t^dutitonaiZlh^ general rule do not favour the im 
and discourage production. Howev^ thev”^d * domestic producers 

shortage, export controf mly^bT resoST*'-^TK® f in critical 

Ppl.es Of raw matenals for utiffsation^f Sies in 
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fiteri.ils used fo/thTL^5?.pmeurof\li imported machinery and 

fact, the indirect form of assfstance Customs duties. In 

oap:t‘.] in new industrial enterprises or^ through* investment of 
port of raw materials Finallv fliA r ® h^ignt concessions on the trans- 
na assurance to purchase Ha n^nn r forward'with 

agreed price. l4 an hidush-Ialh «« 

subsidies can plav in the tack nf Kt-J • ^ the important role which 

country can hardly be overestimated."®*”^ mdustrialisation of the 

by thi cai'^'oraTumMn'l^ P°°' exempHBed 

ran^f-L nt „ n ?''“=« P^ol as a method of protection. The pool ar- 

marl-eT rL hLlthv''"' unsuitable to conditions of free 

“act of competition My Committee, instead, favour a positive 

try to siu-vivo o ^,1 ? subsidy which can effectively help an Indus- 

nJeds io C pi^^ct^d.™"' P"“‘' ‘‘ 

U) Quantitative /?Psfnctiop.s. — As compared to tariffs and subsidies, the 
use of quantitative restrict ons has been acclaimed as the most effective 
teciinique of proiect ng industries against the inroads of foreign competition ns 
also an important instrument of commercial policy for safeguarding the econo- 
mic structure of a country during periods of emergency. Again, as compared 
to tariffs, quotas are both effective and flexible and can be utilised as a definite 
means of effecting quick and drastic reduction of imports with a view to safe- 
guarding the imminent danger that, may threaten domestic industries. The 
inevitable result of the system of import quotas is to eliminate the scope for 
any price adjustment and limit the foreign supplies so as to give an assured and 
guaranteed market to domestic production. Direct quantitative control is 
normally effected through quota and licensing systems but other indirect 
methods also have been invogue by which quantitative restrictions have been 
imposed, such as operation of export and import monopolies, tariff quotas, 
e.xcliaiige controls, etc. 

.‘Vs stated above, the object in resorting to the quota system is to briog 
about an effective and prompt regulation of imports. However, there are 
several other considerations wh'ch necessitate the imposition of quantitative 
restrictions, such as regulation of the balance of payments or trade balances, 
inaintahiing internal price levels as an instrument of commercial bargaining, 
exchanging of specific commodities on a barter basis, etc. From the point of 
view oF <vi under-developed country, the quotas have a prime significance m 
terms of rendering definite assistance for the development of industries. 
sid-^s they serve as a verv effective instrument against methods of unfair com- 
petition, such ns diimpin'g which result in flooding the 

and against ivhieh the normal methods of tariff protection or such other devices 
prove ineffective. 

quotas during the ^ns used as a weapon of commercial 

measure T Vr "‘‘TJe^%VTLra%vsLm'‘'to protect her agricultural 

warfare. Great Brdam the critical conditions creat- 

interests against the heavy floo ^ Agricultural Marketing Act 

‘1 -I. - 
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durjng the inter-war Deriod fllmrtcf oil i? proauccrs. Jn fact, 

technique cf quantitative restrictions by virtur^ornumerous^traT°^^ **!''’ 
signed between different countries luring the Thirti^^ Tl ^ ^ «f'-eemGnfs 
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can bo understood. base counts oour^lvks, 

under the shelter of protection are now in ^ ^ mdustrial structure 

nom, and dndin, -■ 

pen orUnrcLT ,™‘ 

restraint this metliod can be very useful os airffelittl nst f 

speedy development of Industrie/ particularly in indu/triant ^T' ensuring 

It has been recof^nlsed even hv fW i ” ’^^^stiial!^ backward countries. 

restrictions that during the posMvar to the use of quantitative 

and the imperative nfed formeXf^^^^^^^ of supplies 

the countries will have to regulate their trfde Tv foreign exchange, most of 

has also been accepted that aTtas w.l hat fn L 'tion of quotas. It 

of war-time industries and for easing the Inlnt^ resorted to for the protection 

be free to recommend the use of St ^‘^ould, therefore, 

tariffs, according to the needs and )?equiremtt/of'the^ind .oombmatioii with 
of the situation. ^ ^ industries and exigencies 

cep£d as a method 'of protection bur-ecTntly it’w'^b commonly ao- 

protection alone is not adequate in ^ been recognised that tariff 

tive to combine tariff with quantitntivp r become impera- 

against unfair competition and dumpin- mT'T® % protecting industr es 
Tariff Board should be free to detcrmhwT .;S suggest that the 

each case on its own merits and mnv ripnm protection in 

the forms of tariff aid subridv onot.n rp protection in any one of 

measures, according to 'the needi aid requ.“t" o”! ^ grn';;;"u:t" 
dun^ilbt"" ‘"P'-'' *° 17(iii)-Me„su..es against 

poshir ^I’ilpOTTdutie? iSsZch"as''H “ n™'® «’« ™. 

and discourage produotiin. Holver n t°1l producers 
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tions, on a careful balancing of the aetds o?dompT“ restric- 

quirements of maintaining our position thp T ““d the re- 

.w,„ jst siwas. 
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h ru-e 1,1 1,1, solute short supply mv ( ommittee consider it necessary to 
prohibit txporl of such raw materials as iron and steel, cement, etc A^ain 
in leaa.d to m iie u u, respect of which the country is at present self-sustak: 


w r 

• • j s^ 4 r ctic jb iii present 

ing or 111 j^iiort supply, there should be complete prohibition of exports In 
regard to muierals lor uhicli there exists on exportable surplus, such as 
mongimeie ov. hanxito, luagnnsite, etc., my Committee suggest that steps .should 
be take.) to export tlie same m a processed form, than in a raw state. 

Question An established industry may be given an export stimulus by 
any one of the following three methods, viz. (i) subsidies, (ii) tax relief, and 
(iii) freight relief. bile a direct metlnxl of sub.sidv is considered more effec- 
tive for stimulating exports, the same is likely to meet with objection from im- 
porting countries, as representing unfair competition, adversely affectin'^ the 
terms of trade. ^fy Committee imderstanl that one of the methods usSl for 
stiniulating exports is that of taxing fhe profits of export trade at a lower rate 
than tie* luoHts of home trade, as an alternative form of inducement. The 
feasibility of ajiplying thi.s method deserves to he carefully considered. Be- 
sides, freiglit relief can also be combined with the above method in a suitable 
manner. In this connection it is hardly necessary to emphasize the role 
national shipping can play in fostering our foreign trade. It is well known that 
ill foreign countries shipping has played a very significant part in increasing 
their e.xternal trade by providing appropriate facilities. The encouragement of 
national shipping and carrying of merchandise in our own bottoms will ap- 
preciably help in adjusting our balance of trade position inasmuch as it will 
virtually constitute invisible exports. This can be possible only if Govern- 
ment adopts positive measures for the development of national shipping. 

QnrHiion -lo.— Tlie method generally adopted by the Tariff Board in fixing 
the quantum of protection has been that of comparing the fair ex-works price or 
the fair sell’ng price for the liome manufacturer, with the landed cost (ex-duty) 
of the imiiorted product. However, certain inherent difficulties shall ha^e to 
be taken into consideration while adopting the procedure. Allowance oaust 
generally be given for cost due to freight differentials for transport of indigen- 
ouslv manufactured goods from the port of manufacture to other ports This 
is nVce^sai v in view of the fact tliat the imported articles are quoted at the 
same c i.f. value at all the Indian ports, while the indigenous products have 
lo bear the freight for transport to different ports m India as an additional 
factor. In the past, foreign manufacturers have shown reluctance to di^solose 
tl.eir eo^t of manufacture as for examii’e m the case of the Swedish Mat(h 
Companv and ncent'v in the case of National Carbon Company. There s 
a-ain fh'- miestk.n of practien! .liffi<-ulty in arriving at accuraU' cost in 
cases whei-e particularly several products are jointly supplied and no system of 
cos accounti.U ca.i work out the cost for ea.-h item with a oer am of 

accuracy The cost of foreign manufactures do not become easily compar 

k-£z - - 

basis of I he current import prices. « ^ , u* i, 

The coiinept of fair selling prices as the 

sklered not only the present ^ „f‘ „ representative firm 
tut., re fair selling prices was worhe.l out J Normally in 

and not on tlic actual cost of production ™o consideration 

„t reasonable cost of production the Boa.d took in 


•ere 


.irriviu" at reasonnoie cost .n „.nrkinp costs overh( 

Various" elements in the cost of economies that w, 

ehar.i, and the manufacture, s^pro^_^^^ P ^ location i. well 


avaikthle to the factory w 
ns emcient mniiagemcnt. 


\ch lin( tiV‘ o(ivunuij;t-e^ ^ , 

It must be acecBted that however scientific the 
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nature of the attempt may be, the calculations regardin" the future are more 
or less likely to be tentative jijkI approximate in charaelcr. As pointed out 
by Prof. Taussig ‘‘Even the most letined .system ot cost aceounting ;.dves at 
b6st n basjs foi iiiforencos, not sonietliiiij? which cnn he cisci'rtajuud willi sli'ict 

accuraey, only roiigli approximation Wlio eould say in advaiu-e lanv iliiups 

would turn out in the long nm? How nmeli would have to be allowed for de- 
preciation. run at half-time, eontingeneies of all sorts? Wliat is the normal or 
reasonable rate of return in a manufacturing in luslrv of this kind? A public 
body (say. a Trade Commission) charged with ascerta'ining or fixing a fair price 
could not ix)ssil)ly do moiv than settle an approximate standard.’’ 

There is another aspect, viz. the element of revenue duties in the eost of 
raw matonal.s and macdiinery imported l>y various industries wlikdi tend to in- 
flate prices .\s oh.served by the Tariff Board on Match “It is akso difficult to 
estimate wjtii any accuracy how the depreciation or other items of overhead 
expenses are affected by the reveiine duty on steel, building material, cement 
and otliei aitieles used by the mdustry in equipment or manufacture. It is 
clear, however, that a substantial burden is imposed on the industry by the 
reveiuie duty and that in order to place the Indian nuuiufacturev on a footing 
of sufficient equality ^ylth the foreign manufacturer it is necessary to take tliis into 

9"“'"'“®®' therefore, submit that while the same method may be 

tfou of eostTT“° ^ ‘ If f y '"‘^“sure of protection based on the oa^loula. 
turn of costs due regard must be given to certain special factors, such as hjeh 

renl.,cement'‘“ equipment during war and post-war periods and the 

is^to ffrTv fll ‘hs object underiying the procedure 

irvi cf k ‘'“to of protection necessary for safeguarding the 

mul^t^le Xtle r Tf " loog-tenn view and 

“v niahiHit, ‘I’® 'f oloquate enougli to attract capital to the indus- 
thi' uaf I r, “ “P-to-doto level of efficiency and promote utilisation of 

nresil^ ; the P™‘oetio„ sl.onld not nierelv aim at 

pinning the industry over a period of years, hut must also seek to provi 'o 

difkiurivitir.! ‘f '“’P''0''o its technique and working con- 

cost of the output and coiisoqueutly lowering tlie 

commeiiriinl tV'”" - ''"thy this should not preclude the possibility of re- 

ditioiis iiid-'cat 'nlTtf* 'doiiyi le with protective duties wherever eon- 

abS, ^ ‘ domestic mdustry is threatened with competit'on from 

tries 'ttieTLsnm tariSs are imposed with a view to protecting indus- 

pound <") 'tp™'fi". (hi) '’oni- 

ditv imiMi-te^^nf^ • ‘ j essentially upon the value of the commo- 

phvsieffi unk tIic' <> pementage of the value per 

or f su™ tt definite sum charged upon each weight 

adv“rercoltritf -f 'a ““y «'«* i" "To k of the 

•DlaeeTtho f' ‘’“r ahd they have largely dis- 

5ir Sr •.‘s.a ;r“ t liz 

adi^Ser P “f® “'“te convenient to 

assessed, is not experienced in case of speoifio duties- BSidesf tt system 
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sarsr, is,r;r 'r/srs":;:: r:- 'Trvs 

specific ^ mentioned, it may be noted that 

to give adequate protection 
f^n ^n Hi 1^ "* industry. Again under conditions of a general 

prices protection may prove unduly excessive. Besides, the 
imposition of a specific duty presupposes that there will be little variation in 
the quality of the article concerned or that it would be possible to define the 

din^rsnt niJAlitip<s wifn PAnciVloMKi^ _r . 


j-a ‘ i. i-i^- ur mni it would De possible to dehne the 

ditferent qualities wth considerable accuracy. In other words, this would involve 

nite Classification of d:fTerent varities and qualities of numerous items in 

ff Q/>UAHt^lA 


an elobor; 
the Tariff Schedule. 


There is the third alternative of what are known as mixed duties, in which 
the practice is to adopt either an alteniative duty, i,e. a specific rate or an 
ad valorem rate, wli:ci)cver was the higher, or a compound duty, i.c. a specific 
rate and ad valorem rate both together. In the Indian Tariff system, apart 
from the ad valorem and specific duties, which cover a large range of commodi- 
ties, there are certain commodities wliich are assessed by means of a special com- 
bination of specific and ad valorem duties known a.s tariff valuation. This sys- 
tem involves the adoption of a system of specific duties adjusted from time to 
time to meet fluctuations in prices, the basis of the duty remaining a uniform 
ad valorem rate. It is claimed that this system combines advantages of both 
specific and ad valorem duties and the desirability of extending the same may be 
considered, particularly as a protective measure this system safeguards the 
interests both of the producer and the consumer during periods of price fluc- 
tuations. 


Question 48.- -Tariff quotas imply the quantitative limitation of goods impor- 
ted at privileged rates, not, as in the case of ordinary quotas, of the quantitative 
limitation of imports. Imports in excess of the quota would no longer be refused 
admission, but would merely be subject to a higher duty. This means that any 
excess over a specified quantity will be subject to a higher degree of duty. The 
system of tariff quotas is looked upon as an intermediate stage between the sys- 
tem of protective tariffs and imports quotas. It is expected in course of time 
to pave the way for a return to ordinary tariff. To the extent that it does not 
prevent the flow of goods as under the system of absolute quotas, it is less res- 
trictive and moderate in its effects. As to its utility, my Committee believe that 
it can be used with advantage during comparatively normal conditions as a pro- 
tective measure to safeguard the interests of domestic industries without any 
serious ivslrictive influence on international trade. However, from the prac- 
tical point of view, it is likely to present serious difficulties, m^smuch as it im- 
poses undulv gi-eat burden on the administrative authorities. It will, ’ 

be necessary to give careful consideration to the practical aspects of the question 
before utilizing the same as a protective measure. 

Quotion .19.-On the question of a minimum or a 
laid down for protective measures, my Committee are of JL.ind so as^ to 

teotion granted to an industry si, onld extend for a 

afford sSfticiont scope tor the <I«elopment am expansio^ “Lldtng reSnable 
this connection, the observations made J protection 

period to be provided J-, ,f,::t^raUowed for%he ex'periment 
are of special mteiest. the lenotn on years mav be reasonably 

should not be too brief. 10 ” ..enable*’' ‘ With the experience of 

extended: 30 years are not “”' 1 ^ necessary for a fuUy satis- 

the development of views on the subject and further 

o' “OW enterprises 


justifies the contention that a generation more or less may elapse before it is 
clear whether success has been really attained”. In view of the considerations 
stated above, my Committee recommend that protection in the first instance 
should be granted at least for a period of 7 years and further extension must be 
subject to a review by the Tariff Board. Having regard to the special factors 
and circumstances pertaining to industries, largely of the nature of basic or key 
industries, a longer period may also be gi'anted. 

Question 50. — ^My Committee are of the view that the existing system of 
revenue tariff classification needs a thorough revision. They would, however, 
leave it to sectional interests to represent specific defects, affecting different 
industries. In general they would point out that with the progress of indus- 
trialisation many new items which were not previously regarded as materials 
for industrial use are now recognised and accepted as essential for manufacturing 
processes. All these items havelio be separately shown for purposes of tariff classi- 
fication and there are instances where grouping them under one single item 
places an undue burden on the industries using them. For example, the Mate- 
rials Handling Equipment which may be anything from on ordinary hand-truck 
to Battery-operated or petrol-driven Fork Lift Trucks are grouped together under 
item No. 75 of the First Schedule, the rate of duty leviable being 30 per cent. 
ad valorem. There are again items in the existing cj.assification which should be 
shifted to a different class to ease the burden on industry. This is only to em- 
phasize that there is need for a complete change in the method of classification 
as well as a revision of the existing ojic with a view to preparing a comprehen- 
sive tariff classification that would not hamper industrial progress. In this 
connection they would suggest the appoinment of a small expert of technical Com- 
mittee to go into this q\iestion and after securing the necessary particulars regard- 
ing the materials or products used by industries in the various processes, prepare 
a suitable method of classifying them. In their view, with due regard to the 
burden on the consumer as well as the revenue to the exchequer, it should be 
possible to revise the existing tariff classification, in the larger interests of assis- 
ting the growth and development of industries. 

Quesfiott_51. — My Committee observe that the formulation of the objectives 
of our long-term fiscal policy in precise torms to cover all the principles enuncia- 
ted above is a task of great difficulty and complexity. However, they give 
below in broad outlines, with due regard to the other factors mentioned in the 
question, what should he the main objectives of our long-term fiscal policy. 


Firstly, in the context and terms of the industrial policy of Government as- 
1 3 L tlie fundamental objective of the long-term fiscal policv 

should be not merely to seiwe as an instrument of achieving the aims of the above 
mdustr.al policy but should be broad based and comprehensive to form an ir.te‘T.il 
part of our larger economic policy. The larger economic policy of the countrv 
^^^1 objective the increase of national wealth by the maxinnun 

exploitation of the counties resources in industry, agriculture ‘and man-power 
and the maintenance of a high and stable level of employment. To reach this 

to take positive steps to encourage and promote the 
vapid mdustrialisation of the country to the fullest extent possible, and in order 

the industrial policy lays down the increasing role which 
obLi* of and the field left for private enterprise in attaining this 

resnenf otTiF industrialisation. Having regard to the demarcation made in, 
tW the spheres of industry m the control and management of State and^ 
that under private control and management, the aim of the lon«-term fiscal 
poboy should be to facUitate the rapid industrialisation of the country by posi-' 

measures to prevent any external or other 
® industrialisation. The long-term, 

fiscal poboy should, m short, through appropriate tariff measures and othef 
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methods of direct assistance, prevent unfair competition, promote the full uti- 
lisation of the country’s resources and safeguard and protect the growth of indus- 
tries. ° 



uudeigone a change with the glowing need for the import of capital goods and 
machinerv, for replacement purposes in existing works as well as for meeting 
the requirements of new industries. Further, under our industrial policy, ex- 
port of raw materials will liave to decline in order to meet internal demands 
new mnrlxets will have to be found for exporting our fully manufactured or 
processed products. In tins connection, tlie continuous adverse balance of trade 
noticed in the transition period and the jirospect of its continuance in the near 
future will have to be taken due note of and our fiscal policy should aim at the 
maintenance and gradual improvement of the existing pattern of trade in respect 
of composition and direction and an expansion in the quantum of trade with a 
view to closing the gap in the balance of payments and creating a peimanent 
favourable balance of trade position. 

As to the objectives of the fiscal policy in regard to the anticipations on the 
• course of international trade (underlying the Havana Charter on Trade and 
Employment) my Committee have stated their full reactions to the various 
questions in their replies to Part II of the Questionnaire. It may, however 
be stated here that the Charter imposes several limitations and inhibitions in 
volving international commitments regarding tariffs, trading restrictions, quotas 
exchange control, preferences, subsidies, international aspects of domestic em 
ployment policies and economic development and international investments 
While it is true that under-developed countries are released from some of the 
limitations under certain conditions which are also restrictive it is difficult to 
resist the view that the obligations imposed under the Charter are likely to 
stand in the way of the developmental programmes of under-developed coun- 
tries like India and the formulation of a full-fledged fiscal policy. incUunng the 
adoption of non-fiscal measures, calculated to bring about a rapid industnahsation 

of the country. 

QuosHon 5*2.— The Committee are omphatically of the view that at no stage 
either in the pmeess of implementing their industrial policy or in the facilitating 
tlie objectives of oiir fi.scal policy is it necessary for Government or quasi-tiov- 
eminent institutions to participate in foreign trade, neither m the 
nor in tl.e long run. They consider that the two jss'ies of 
in industry and State participation in trade are entirely different and the lattei 
oee". ioJ at nil arise out of a policy of State control and ^ 

tection awarded to an industry or industries. Tliey are aware that 
are often advanced to infer an implicit necessity for the State 

normal sphere of trading activities from the '>'>"‘7 a"d 

into between India and certain foreign countries as " ^ “ fundamental 

growth of industries under our industnal policy. Apart ® 

defects in a sytem of State trading it runs counter ^ ® • . P Tfje 

freedom oF trade iiilierent in the which progress 


.et up by the State. Even P”- P™„" iencrit is d^uMtul whether 

lack of necessary knowledge and “'^ive of the 6scal policy r.«;, 

ji;: ^tndstr^^ w 

SritSrreLe, see no need -or iustihcation 
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Tor the State entering the sphere of trade and are opposed to State trading in any 
shape or form. 

Question 53.— As the Committee are completely opposed to State participa- 
tion in trading activities in any form, the answer to this question does not arise. 

Section E. 

Non-Fiscal tacasarcs /or the iiroiuoiion oj trade nud industry. 

Questions 54 & 55. — My Committee hav<f already examined at Icnglli in tlieir 
reply to Q. 17 some of the important supplementary measures recommeu(le<l by 
the Fiscal Commission. of 1021-22, such as (i; need for scientific and technical 
training and (ii) railway rates policy with a view to promoting and developing 
industries. The non-fiscal measures which Government sliould adopt for im- 
plementation and furtherance of a comprehensive policy of industrial develop- 
ment may be briefly stated as under: — sup)ily of essential industrial raw materials 
plant and machinery, cheap fuel and power, cheap, adequate and quick Hans- 
port for the movement of raw, semi-processed and finished products, technical 
personnel of different grades, technical information about industrial methods and 
processes, and industrial finance and such other concessions and facilities as 
may help the rapid industrial development of the country. 

While the fiscal and tariff measures play au important part in the protection 
and development of industries, it is equally necessary that Government must 
accept primary responsibility for supplying the necessary facilities for bringing 
about rapid industrial development by the maximum exploitation of the country ’s 
resources and thereby increasing the national wealth of the country. It is a 
mattet of satisfaction that the Government accepted their obligations in this 
regard ns early as M)45 and described the non-fiscal measures enumerated above 
as the prerequisites of industrial progi-ess in their Statement of Industrial 
Policy. Among the measures cons'dered important for bringing about a rapid 
industrial development of the country may he mentioned: development of 
transport facilities, development of power including power-schemes for the 
development of resources on n regional basis, survey of mineral resources, 
scientific and industrial research and promotion of teciinical education through 
high-grade technological institutes. In ndlition to these, it was also mentioned 
that Govt'rnment would come forth to assist development of an industry by sub- 
scribing a share of the capital and in special cases will also encourage industrial 
enterprises by guaranteeing a minimum dividend on capital or to mi*et revenue 
losses for o fixed number of years. It was also accepted that subject to reason- 
able safeguards as to quality and price. Government would continue to encourage 
Indian industries by buying its products in preference to others. 

My Committee would like to make the following suggestions as to the 

manner in which Government can facilitate the promotion and development of 
industries : 


(a) In case of essential industrial vaw' materials which are not produced in 
India in any sufficient quantity or are not at all available in the country, 
Government should adopt a policy of free impoHs Without any restrictions 
excepting such oases where India is granted a quota under an iiiternational 
commodity a^eement as in the cases of tin, rubber and scarce metals, etc In 
the reports of the var.ous Industrial Panels submitted to Government it is 
almost unanimously suggested that Government must render all possible 
assistance m facilitating the supply of essential raw materials to the industries 
concerned including the imports of such raw materials being allowed duty-free. 
^ necessary, the draw-back rebate system must be accepted for the pm-pose. 
in this connection, reference may be made to tbe report of the Tariff Board 
on the non-ferrous metals industry, which recommends among other measures 
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the lemoval of existing restrictions on the import of such non-ferrous metals and 

which the country was dependent on imports from abroad. 
While Government have already implemented some of the suggestions by 
removing tno^restrictions on the import of essential raw materials it would be 
necessary to formulate a definite policy in the light of the requirements of 
industries in respect of e'^sential raw materials which are not readily available 
in the country. 


(b) Import of essential plant and machinery is one of the principal require- 
ments of the country during the post-war period with a view to implementing 
the plans of industrialisation. Industries have experienced considerable diffi- 
culties in securing requisite plant and machinery for their requirements, and 
in some cases there has been a considerable delay in the execution of the orders. 
W'hile it is true that a high priority has been assigned to the import of capital 
goods including plant, machinery, equipment, components and various kinds of 
intermediate products required for the rehabilitation and expansion of existing 
industries and the setting-up of new ones. Government must assist in the pro- 
curement of capital goods required by industries by setting up suitable organisa- 
tions in countries like the U. K. and the U- S. A. for the purpose. Besides, 
as most of these essential plant and machinery will have to be purchased from 
abroad at the present inflated prices Government should try to help the industries 
in reducing their initial capital expenditure to the minimum by refunding duty 
on all rnaciiinery imported either for the expansion or reorganisation of existing 
units or for establishing new industries. 


cosh of 
height 
of alu- 
same in 


(c) Please refer to reply to Q. 6(f). 

(d) 'Sly Committee liave already indicated in their reply to Question 17(ii) 
as to liow a scheme of rationalisi-d' freight structure can substantially assist in 
the development of industries: by offering appropriate coucessions in railway 
freights Government can considerably assist industries in the transport of raw 
materials and finished products, which constitute in some cases 

factor in the cost of production As was pointed out by 
try in presenting their case for protection before the Tan 
railway freight constitutes an appreciable factor in the total 
production of an industry. It was pointed out that railway 
on raw' materials and semi-manufactured goods in the production 

minium in India was considerably higher as ® in 

Canada, and that this acted as a serious handicap on the Mian 
reducing the cost, of piodiiction. There may he other 'nd'istries in 
plight, and mv Committee suggest that the cases of such f ° 

carefullv reviewed mid siiit.able assistance must be given m the fjm o. eo 
c-ssiou 'ii- frei-l.t rates. Besides it is a matter of common knowledge that 
tonsport conlti^^ the chief bottieueck in the quick 

mafeLls and finished p.oducfs. It is necessary to Me steps ^ 

situation by effecting an iniprovement in the supply position of g 
to offer freer transport facilities to industries. 

(e) Ple.ise refrr to reply to Quest on 17{i)- 

(fi Almost all the Industrial Panels, which submitted ‘■’f'' ™ 

various industries, iiave empl,asizcd_ the paucity of technical per 

different trades for the developr.^ent of industries and the need for >tisn g 

reL,rh’and technological institutions :d^„dttr“sT„rl■ ha™ 

Committee understand that plans for scientific and [fj^^Eesearch 

already been formulated by the Counci o “cHela 

a“tatenTph^ra,tMra“r^^ 
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Fuel Eesearch Station and &■ Central Glass & Ceramic Eeseorch Institute and 
other research schemes are also under coi sidcration. In this connection, they 
would however like to suggest that with a view to facditating the maMmum 
advantage of the researches and of disseminating the results of such iinasti- 
gations in the form of technical information about industrial methods and new 
process to the industries concerned, there should be a full co-ordination and 
co-operation between the research bodies and the industries. At present, cases 
have been noticed where for w’ant of co-ordination between research on the 
one hand and commercial production on the othf-r, industries could not utilise 
the results of new researches. My Committee suggest that associations 
representing various industries must act as a link between industries and the 
Council of Scientific & Industrial Kesearch and must try to distribute the 
published technical information about industrial methods and processes to 
■their constituents. 


(g) In respect of the supply of industrial finance, Government have already 
established the Industrial Finance Corporation, which has completed its first 
year of work. In terms of Section 23 of the Industrial Finance Corporation Act, 
the Corporation is authorised to carry on and transact the following kinds of 
business, viz.: 


(i) guaranteeing loans raised by industrial concerns repayable within a 

period not exceeding 25 years and floated in the public market; 

(ii) underwriting the issue of stocks, shares bonds or debentures by 

industrial concerns; and 

(iii) granting loans or advances to or subscribing to the debentures of 

industrial concerns repayable within a period not exceeding 
25 years. 


The above Section provides that the Corporation is authorised to gi-ant advances 
or guarantee advances only against the security of tangible assets. However, 
the kinds of business referred to include the provision of block as well as working 
capital for running industries. In fact, it provides for the scrutiny of the 
financial aspects of an industrial project under the following heads: (i) land, 
(ii) building, (iii) machinery, and (iv) working capital, to make sure that with 
the aid given by the Corporation the concern will be comfortable in the matter 
of finance. Under this scheme, the formal and concrete proposals for accom- 
dation received were 95, the amount of assistance required aggregating to Es. 10 
crores, out of which 21 applications amounting to Es. 3^ crorcs were sanctioned 
and 41 applications are still under review. While my Committee are of the 
view that under the existing conditions the facilities offered by the Corporation 
may be sufficient to meet the needs of industries concerned, they would like 
to emphasize the need for enlarging the scope of industrial finance so as to meet 

in respect of finance. For example the 
limitation of the extent of aid which the Corporation can give up to Rs. 50 lakhs 
to one concern prevents it from financing adequately industries such as the 
Indian Steel Industry and Shipping. It may be added that the rate of interest 
for such loans should be reasonably adjusted so as not to constitute a heavy 

Provincial 

Industrial Credit Corporation, with the object of financing small-scale, medium 

industries sWd be estabUshed. and there should be co-operation 
tottr in Corporation of India and the provincial insti- 

af rdusLs t® 



the constitution of an Active Committee consisting of representatives of the 
Departments of Industries and Commerce and accredited non-oiHeial represen- 
tatives of trade, commerce and industry. The trade and industry can represent 
to this Committee their particular needs and requirements and the assistance 
which tiiey may seek from time to time in respect of them. Separate bodies 
have already been suggested for the supply of industrial finance and the supply 
of technical information and industrial methods and processes, but the chief 
function of the Active Committee will be one of co-ordination between the 
activities of tliese various bodies and to see that the facilities recommended 
either by the Taritf Board or asked for by tlie industries are expedited, so as 
to meet the urgent needs and requiiements of the industries. It will also act 
as a Central Organisation maintaining a close liaison between the industries 
on the one hand and Government on the other. 

Sfxtiox F 

Fiscal Policij in Relation to Commonwealth Preferences 

Questions 58 &■ 59. — In formulating their views on the subject of Imperial. 
Preference, my Committee feel it neeessai'y to have a clear analysis of the cir- 
cumstances or conditions under which the application of the principle of Im- 
perial Preference as a form of tariff system was first conceived with reference 
to India’s trade relationships with other nations uix-d-ris the U.K. In principle, 
Imperial Preference is only one of the many forms of tariff system designed^ 
as a means of commercial bargaining. In general, preferential tariffs are the re- 
sults of political, geographical or other conditions which may make it necessary to 
enter into contractual obligations in respect of trade relations. In particular, 
under the principle of Imperial Preference the British Dominions (now the 
Commonwviltlj countries) reserve the right of granting to tlie U.K. or other 
members of the Commonwealth tariff rates whicli may not be claimed by other 
contracting parties in virtue of the most-favoured-nation clause. In fact, Im- 
perial Preference forms an additional form of tariff to tlie already existing tariff 
svstems within the respective member-countries of the Commonwealth, The 
eVolution of Imperial Preference is closely related to th(‘ economic aims and 
motives of the constituent members of the Commonwealth, particularly of the 
stron" members wlio were able to obtain concessions to tlie best advantage of 
expanding their own trade. Imperial Preference thus was conceived as a suit- 
able additional form of tariff in respect of groups of countries united l)y certain 
economic motives or aims and were also to a certain degree mutually depen- 
dent in the process of their economic development. Having given as precise 
an explanation as possible of the principle of Imperial Preference, it would now 
lielp to analyse the application of this principle to this country in relation to 
Great Bi-itain and other members of the Commonwealth. The question of 
trade preferences within the Empire was mooted as early as 1903 and since 
1919 India along with the other Dominions had enjoyed a certain amount of 
iirel'ereuue with regard to certain commoilities, for instance, coffee, fruit, silk 
and tea upto 19:^9. The attitude of the (ioverninent of India towards such sclu-mc-s 
prior to 1930 had been that before they considered any of the questions in a 
concrete foiin, they wanted to be quite sure as to the kind of positvie benefit 
that mi‘dit result lo India from the adoption of any such scheme and inasmuch 
as'l.efo.'^ igai. to be more accurate before 1932, ‘l.idia automatically an.l uu- 
comlitio.iallv enjoved aov preferences that were granted to the Dominions y 
he h i he Government of I.ulia did ..ot feel called upon to co.is.der t e 

-t' ti:^? r 

rusi.::. o.. these matte.. The 9ne.m.i ^^ere^e ta.n np m a — 
Sni" rth\X::lnrnrorinl was made clear that though India is 
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ready to consider favourably all schemes designed to encourage tlie develojtnient 

of trade with all other couiitries of the Britisli Commonwealth, slie was not 

prepared to commit to any general scheme of tariff preference before the hhn- 

pire and reserved complete freedom to deal with eucli case as it arose. W’ith 

the abandonment of the Free Trade Policy by Britain by the stress of eireinns- 

tances in 1931 and the passing of the Import Duties Act (wliich subjected 

almost every commodity to a tariff) India had to decide in favour of entering 

into an agreement which would mutually benefit lier as well as the L'.K. and 

therefore Imperial Preference was introduced into the Tariff l^olicy of India on 

a substantial scale for the first time under the Ottawa Trade Agreement in 1932. 

It is not possible to review the efforts of the working of tlie Imi)erial Preference 

on Indian trade and industry, as there are more than two opinions on the 

subject. However, Imperial Preference in the conte.xt in wliich it was first 

applied to our tariff system was not popular and has been severely criticised 

Cor the one-sided benefits which were secured by the U.K. to the detriment 

of the industrial development of India as well as her e.xpansion in trade. In 

this connection it may be borne in mind tliat the object of Imperial Preference 

was to try and piesene, and if possible to stimulate, Empire tiade at a time 

mbr/t tlrrit "-ere working upon International trade were .leler- 

Zsm ? '' m >“ ‘™de. So, in the niidst of this general cata- 

olysm the Ottawa Agreement was an arrangement intended to jn-eserve and 

country and therefore a mv IT nt t businessmen in this 

shortly afterwards the liC^^isIature voted Tr'Tf "T 
now io be considered willV whether he T 

Preference in its application to Indian tariff I, ^ ^ *1- ‘’"a 

and industry, should it be abandoned f ^'^I'ersely aftected our trade 

such should be accepted and provision slioni m' ‘I'e principle as 

the same wherever it is foL7l! Tlf TlTi ^ of 

expansion of our trade and development of inS 7* pi-oooss of 

which is to be considered now when the eniint**'\ point 

yec has voluntarily opted to remain as a rnemhe fi'eedom and 

that the political domination of Britain over Tn r Co»^>»0'»vealth. Now 

econonne exploitation of the countrv. t'-e 


V • - — ^ iiuue would benefit 

5 - T,.*, 

avoured-natiou treatment i„ I of f ' ^ ^ 1 on most 
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■not been surrendered as a principle. Mr. Herbert Morrison in a speech declared 
ns late as June 1946 that “into Ohe process of bargaining would come Imperial 
Preference not as a system but individually just as individual tariffs. There 
could be no question of Imperial Preference being given up as it were in the 
void. Tliey would be examined as part of the wider commercial picture and 
in the bargaining which would take place any reductions suggested would have 
to be weighed against the advantages to the Commonwealth and Empire as 
well as to the world of the countervailing reductions in trade barriers which 
were offered by other countries”. It was also explained by the late Lord 
Showden, the then Chancellor of Exchequer, that if one takes the most favour- 
able interpretation of this commitment Imperial Preference should not be 
suiTendered as a principle but only preference by preference in return for a 
quid pro quo and then only with the consent of the Dominion or Colony which 
benefits from the preference. My Committee therefore suggest that preferences 
given in respect of any commodities should be judged separately on individual 
merits of the case and the same should be negotiated on a reciprocal and 
mutually advantageous basis. 

Questions 60 to 63. — My Committee are of the view that an examination of 
the effects of the preferences granted and received by India on (a) expansion 
of trade, (6) customs revenues, and (c) price levels of preferred commodities 
is not feasible in view of the paucity of necessary statistical data and the fact 
that the agi'eements have been entered into only so recently that no definite 
indication can be pointed out in any of the above directions. Secondly, during 
and since the war period, the composition and direction of our external trade 
have been determined by the exigencies and scarce conditions of a war economy 
and it would not be correct to draw any inference regarding the effects of pre- 
ferences in a period characterised by abnormal conditions. For example, there 
has been a general contraction in our external trade and even in items which 
were our traditional major exports as raw cotton, tobacco, hides and skins, 
etc. It is only when normal conditions are established in the internal economy 
of the countries and the flow of trade is determined by peace-time economic 
factors that it would be profitable to correctly evaluate the effects of preferences 
to know the advantages or disadvantages thereof. Besides in the case of India 
the expansion of trade is conditioned by the pace at which the industrialisation 
programme is put through and it would take some time before they can judge 
actually the effects of the preferences and at present these can only form 
probable inferences. 

Quesiion 64. — My Committee do not think that preferences are likely to 
confer any bargaining strength on India vis-a-vis the United Kingdom and 
Commonwealth countries. They can confer only certain mutual economic 
advantages dictated by the relative importance of the commodities or articles 
on which they would i'ke to exchange preferences. In respect of non-Common- 
wealth countries the existence of preferences with U. K. may possibly reduce 
our bargaining strength if there are commodities or articles with them which 
India is badly in need of or ^ould like to import in large quantities. 

Question 05. — The desirability of continuing the existing preferences between 
India and U. K., India and the other Dominions and India and other British 
territories wil! largely depend on the adv.nntages or disadvantages derived from 
the same which as observed above can be deferramed only over a period.^ Inas- 
much n.s preferences in general with U. K. or Commonwealth countries are 
likely to reduce our bargaining strength with non-Commonwenlth countries in 
respect of items that mav be needed from them, they should be continued only 
to the extent that thev do not seriously affect our trade with other countries 
outside the Commonwealth. They should be subject to periodical revision and 
modification in the interests of our trade expansion. ^ 



Section G 


Trf'atment and obUgathna of protected and assisted Industries. 


Question 60. — (a) It is generally recognized that the industries receiving 
protection or assistance from Government owe certain reciprocal obligations to 
the community as a whole, inasmuch as the latter undertakes willingly to 
accept the burdens consequent upon the protection granted to industries." In 
terms of the long-term objective of the Fiscal Policy, the grant of protection 
must under normal circumstances bring about the maximum produclion of 
wealth and result in increasing national income, thereby enhancing the taxable 
capacity of the people and raising the general standard of living. It would, 
therefore, be legitimate to expect that industries receiving protect-on or assistance 
from Government must seek to achieve substantial progress by reducing costs 
resulting fiom the application of research in the technique of production, 
expansion in the size of operations and such other factors, wh'ch contribute 
to economies in the process of manufacture. Besides, the obligations stated' 
above, my Committee believe that the protected industries have also a general 
obligation to other ancillary iudustries and services like insurance, banking- 
and shipping. 

(b) (i) My Committee are of tbe view that the regulation of price policy auT 
price structure of an industry is an extremely complex mechanism and under 
normal circumstances no attempt should be mode to interfere with the pricer 
structure of a given industry, in view of the fact that the same is determined by 
factors affecting general price level ns also price-levels of other industries which 
are related to the protected industry. However, an exception may be made in 
cases where the protection giv»*n is absolute hy way of quant'tative restrictions,, 
and there may be some justification for fixing the ceiling price, so as to prevent 
monopolistic profiteering as in the case of ferro-silicon industry. 

(ii) My Committee fully recognize that with the progressive development of 
industries, there should be a gradual improvement in the living conditions of 
mbour and in their welfare. In tb*s connection, there already exist the Indiani 
Factories Act of 1934 safeguarding the interests of labour, supplemented by 
^cent Leutrol and Provincial legislative enactments in the form of the Industrial 
Kelations Act, Minimum Wages Act, Employees’ State Insurance Act, etc. 
Besides, it is also contemplated to enact legislation for Fair Wages. Inasmuoir 
as all these legislative measures will apply to the whole field of industries, my 
Committee are of the view that no special legislation is necessary for safeguard- 
ing interests of labour in protected industries. 

_ (iii) ^ (iv) Heference has already been mode to tbe obligations of Government 

m regard to these under Questions 54 and 55 dealing with the non-fiscal measures 

lor tbe protection of trade and industry. The obligations which the protected 

ndustries should accept may be left to be determined by the appropriate 

machinery of the Tariff Board, having due regard to the progress made by the- 

industry and its capacity to utilise such technological improvement and research, 
m the technique of production. 


Committee accept that protected industries should undertake the 

and Government scholars and stipendiaries, to the extent 
to which there is scope and capacity for the same. 

^ri H The question can be suitably dealt with if and when such contingencies. 
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Hott'ever they do not rule out the possibilities of formation of such associations 
like the Associated Cement Companies, which are not intended to be mono- 
pohstic in character, but have the primary object of regulating sales and distri- 
hution in a cheap and economic manner. Besides, a combination of this nature 
will be in a position to mjnimise internal competition as well as to enable the 
•domestic producers to organise themselves in a more efficient manner against 
foreign competition. 

Question 68. While my Committee accept that the financial structure of 
the industries under protection must be based on sound lines and since the same 
IS likely to be considered by the Tariff Board while examining the cases of 
industries seeking protection, they do not think it necessary to lay down specific 
■conditions re: financial structure of the industries receiving protection. 

Question 09. — My Committee understand that the Indian Standards 
Institution has started functioning with the specific object and purpose of, 
among other things, promoting standardisation, quality, control and simplifi- 
cation in industry and commerce. As such, they do not think that any special 
nrrangement for ^the control of quality of the products of protected industries 
is necessary, 

Questio i 70. — In view of what has been stated above, my Committee are 
of the view that the obligations should not be embodied in relative statutes 
dealing with protected or assisted industries. They prefer the alternate 
suggestion that the same should be left to be prescribed by the tariff-making 
machinery on an ad hoc basis in each individual case of industry seeking pro- 
tection or assistance. 

Question 71. — (a) & (b) My Committee do not consider that any special 
administrative machinery is necessary for implementing the obligations of pro- 
tected and assisted industries. Under the appropriate Section, it has already 
'been recommended that one of the functions of the Tariff Board should be to 
watch the progress made by industries which have been granted protection and 
review' periodicallv the results of such prot-ection on each industry and make 
suitable recommendations as to the measure of protection given to the industry. 
In view of this, they prefer that it w’ould be desirable to entrust this function 
to the special wing of the tariff-making machinery. 

Section H 


Organisation, Methods and Procedure 

Questions 72-77.-My Committee are of the view that the existing 
iidministrative organisation will not be adequate to deni with the prob . 

implementation that may arise out of Government s acceptance 

nrehensive policy as regards (i) fiscal measures, and (n) 

The fiscal, commercial and industrial aspects of *-*^®*’y ^ 

requiie il.e most careful scrutiny and examination, '"“y ", “ttej to 

tecdinicil inquiries in a number of cases. |f| which atone 

on mdependent authoritative body hke a de^^^^ of the 

can take r. broad and comprehensive y"']' of such fiscal and 

country as a whole and the objective of balanced industrial 

, 1011 -fiscal measures as are likely to > 'oj functions of the Tariff 

to-wd^wdl^'ave to%Tcriill3; enlarged and suitable organisational changes 
-will have to be effected for the purpose. 

^ry Committee feel that the supreme need progxanime 

«ient of ('.mmittecs or Commissions but the jmp^em t t 

of industrialisation and execution of the plans aireaay 
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same. As to the suggestion that a comprehensive organisation of the nature 
of a Trade and Industrial Planning Commission sub-divided into suitable 
branches to deal with the planning and execution of various measures roJaiing 
to tarifTs, other fiscal measures and non-fiscal measures, be set up for the 
purpose, iriy Committee are of the view that while the function of planning 
may be entrusted to the Trade and Industrial Planning Commission, if and 
when such n bcdy is deemed necessary, the function of im])lementiiig the 
fiscal policy should be entrusted to a specialised organisation lilco the statutory 
Tariff Board. The programme of industrialisation as envisaged under tlie 
Industrial Policy of Government, viz. the development of defence industries, 
basic and key industries, consumer goods industries and cottage and small- 
scale industries, will obviously necessitate the formation of a Planning Com- 
TQission of the type referred to above determining the pace of planned develop- 
ment in the light of the general principles formulated for the purpose and tlie 
overall requirements of the country from time to time. It is presumed that 
the Planning Commission will also recommend to the Tariff Board to investi- 
gate the possibilities of developing sucli new industries, which deser\'e to be 
developed in the interests of the national economy. While, tlierefore, some 
measure of collaboration and co-operation should naturally exist between the 
activities of these two bodies, it will be more appropriate to constitute a separate 
tariff machinery for the task of implementing the Fiscal Policy. It will be at 
the same time necessary to enlarge the existing machinery of the Tariff Board 
so as to cope with the expanded scope and activities of the new Board, hly 
Committee suggest that a technical organisation comprising of different sections 
pertaining to technical operations, specialised investigations in respect of the 
conditions of industries, trade and commerce, various aspects of tariffs and 
. maintenance of"relevant statistics, and costs accounts, should be attached to 
the Tariff Board, to assist it at every stage of its work. Such an organisation 
will greatly facilitate the Tariff Board in conducting numerous investigations 
in connection with protective measures already adopted, examining the poten- 
tialities of new industries and collecting data on matters relating to tariffs 
and trade, production and prices, etc. 

Question No. 78— (i) The Fiscal Commission of 1921-22. while suggesting 
the institution of a permanent Tariff Board, observed that “the working of the 
scheme of protection depends on the existence of a thoroughly competent and 
impartial Tariff Board. The Board must be one which will command the con- 
fidence of the country and must be above suspicion of any subservience to 
particular interests”. “It is evident”, they further observed, “that the Board 
Diust be a permanent body. Consistent decisions and continuity of policy are 
m primary importance, and these cannot be secured except from a permanent 
Board . However, it is not clear whether the permanent Tariff Board recom- 
mended by the Commission was to be of a statutory character. In the view 
of my Committee, the Tariff Board should be both permanent and statutory 
with its powers and functions clearly defined. A statutoi-y position for the 
Tariff Board will not only confer on it high standing, but will also attract 
competent meu of ability and integrity to serve on the Board, In addition 
a permanent statutory Board will ensure consistenev and continuity of policy 
and make for efficient and speedy despatch of work, as compared to ‘the ad hoo 
boards, wliich were appointed from time to time for investigating t*'e claims of 
industries for protection. ° 

(ii) As to the composition and qualifications of the members of the Board 
while my Committee endorse the general view that the membem should be 
men of ability, of integrity and of impartiaUty, other desirable qualifications 
being a knowledge of economics and a practical acquaintance with business 
affairs, they would I'ke to recommend that the Board should consist of a 
Chairman and a minimum of 5 members. Ordinarily, the tenure of office 
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should be for & peri^ of 5 years, the members being removable either for 
incapacity, misbehaviour or an act of moral turpitude. However, ray Com- 
mittee do not agree with the view of the Piscal. Commission of 1921-22 'that no 
definite interests, such as manufacturers or traders, should be represented on 
the Board. In fact, they consider that there is a great deal of force in the 
recommendation made by the Minority in their minute of dissent that the 
Board must have 2 representatives of trade, commerce and industry, as 
assessors, to be duly elected in the present context by the Federation of Indian 
Chambers of Commerce and Industry. While Government oflScers may not 
be excluded from holding office on the Board it should be seen that two-thirds 
of the members should be independent officials. 


Question No. 79. — My Committee have already stated their views on the 
general powers and functions with the necessary freedom and initiative, which 
the Tariff Board must possess, in order to be able to play a constructive role 
in the implementation of the fiscal policy and to accelerate the pace of indus- 
trial progress in the country. The Tariff Board, they visualise, should be 
one with sufficiently wide powers, so as to be able to undertake investigations 
on its own initiative, under certain circumstances and even review the progress 
of protected industries from time to time. While, therefore, the Board should 
be mainly an advisorv body in character and the powers of final decision should 
naturally vest in Government, the range of powers and functions entrusted 
to it should be wide and comprehensive. 


It may be observed that the recommendations made by the Indian Fiscal 
Commission of 1921-22 as to the appropriate functions of the Tariff Board, did 
not merely confine themselves to the investigations of the claims for tariff 
protection'as determined by the triple formula, but included a liirge number of 
other functions, such as reporting the effects of excise duties on Indian industries, 
studying the effects of tariff policy on the (»st of living, besides enquiries 
allegations of dumping and complaints of discriminatory treatment 
countries and recommending assistance to key industries essential for national 
defence. But, as observed before, since the Tariff Boards appointed by t e 
Government were of an ad hoc nature, set up on a temporary basis, ^ 

of a limited character were assigned to them from time to time in a specific 


manner. 

Mv Comrniltee have set forth below the nature f 

aue «,nsh,eratlon to the 

same so as to incorporate as niany as possible. 

(1) To investigate the claims to nd 

that protection ,s necessary mjhe <c) 

(O, To recommena to Government "-essary m^easuresjm ^ 

dlni^fnfimmeltelrbriS intoV-at- legislation devised 
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(5) To investigate into the effects of protective duties or other measures 
of assistance, applied to industries and the necessity or otherwise 
of modifying the protection extended or assistance granted ; 

(6J To suggest ways and means of facilitating the supply of (a) raw 
materials, and (b) technical knowledge and personnel ; 

terSrto^nSry attraction of capital on fair and equitable 

(8) To suggest ways and me^ans by which in lustry can attract sufficient 

supply of labour on Terms satisfactory and equitable to the workers 
having due regard to the incidence of such terms in the costs of 
the industry ; 

(9) To inquire into the effects of the operation of foreign firms or sub- 

sidiaries of non-Indian firms establisg^ed in India on Indian trade 
and industry an I to recommend measures, if necessary, to prevent 
unfair practices, if found to be resorted to by them; 

(10) To watch the progress made by industries which have been granted 

protection and to review periodically the result of such protection, 
on each industry and to make suitable recommendations as to 
the measure of protection given to the industry; 

(12) To report to Government on combinations, trusts, monopolies and 
thcr lestraints on trade, which may (end to affect the indiistries 
eiqo^ung protection, by restricting production or inaiiUiiinin*T or 

pmctiilT"' “ '‘f preventing Inch 

"thr2otnVy“‘:nf to“fet2mre ^ 

wholesale and retail prices of the\ame 

, tST", on -w 

on the necessity or otherwise of adjustaent^infhe!: r^esT"’'"^ 

(16) T(3 investigate on the W'orking of the ficeoi t 
I ndian industries and in particular the J 

excise on domestic industry and ^nnm i - u 
Central excise taihlsr m the Customs and 

*■” ’•! ■" »■? 

have been granted protection; ^ industries which 

<I8) To consider the preferential and oth«t. 

effects on Indian trade and industry- ^ »g^eements and their 

<10) To investigate questions in connection with lire treatment of Indian 
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products by foreign countries and to recommend the advisability 
of taking any retaliatorj* action in special cases; 

(20) To study the effects of commercial and industrial polity on national 

income; 

(21) To study the tariff relations between India and other countries; 

(22) To summon witnesses and call for documents and to take evidence 

on oath ; and 

(23) To recommend programmes of research and technical development 

to be undertaken and financed by Government for assisting 
particular industries. 

The functions enumerated above have been formulated, after having 
taken into due consideration, the functions prescribed by the Fiscal Com- 
mission of 192i-22 and the functions assigned to the interim as well as the 
reconstituted Tariff Boards of 1945 and 1947. However, the list as suggested 
by my Committee with necessary additions is only illustrative and not 
exhaustive. 


Question &).— While the functions of the present Indian Tariff Board, as- 
laid down from time to time since November 1945, may be deemed to be 
adequate for lihe limited purposes for which they are intended, they do rot 
cover the uholc jange of functions which a permanent! statutory lanff Board 
must perform for the implementation of the country’s long-term fiscal policy. 
It is true that some additional functions have been assigned to the 
Tariff Board but the present machinei7 is intended to be an interim body, 
primai-ilv coi'ieei'ued with the question of war-time industries. Th® 'leoessa^ 
additions liave been indicated in the functions outlined m reply to Question 79. 

QueMon .-In view of the enlarged scope and functions of t''® 

Tariff Board: instituting of a technical organisation to , 

greatly facilitate its work and will be conducive to a more efficient disch.rg 

of its duties. 

r,„r«f;„,i 82 -Mv Committee are of the view that the present irocedure 
^ lilpraliscd and the Tariff Board besides considering the case of ap- 

deemed necessary for the purpose. 

Question 83.-Observations made in Question 82 should also apply to smal 
and unorganised industries. 

Question 84.-In the 

pointed out the. defect in /"’‘^^ferred^o the Commerce Department, which 
tions. vis. that they should b® o„ly ffTt satisfied that a 

would forward the same to the Boarf y applicant industry^ 

primu facie case for protection had responsible for a great 

It ha, been alrea< y “^served that this cond.tmn^^ 1^.^^ 

deal of ve.votious delay in j , of dissatisfaction, inasmuch^ 

Besides, it proved to b®/ pmju^ the case of an indus^ 

the prtccdure empowered I'h® “^101 and comprehensive manner by 

which could only be piirpos^^ In view of the above, m.v Com- 

the Tariff Board ^“L Triff Board should be fully 

d«e InVirieV V r^ive to wheter a pff- 

Ss1 hrir ^^aro^tT^-n^try cr^ot. 
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Question. 8n. — The procedure suggested above will largely remove the cuuses 
for delay and will further make the procedure relating to tlie grant of protec- 
tion more expeditious. It may be laid down in the instructions issued to the 
Tariff Board that the inquiries should be completed as expeditiously as 
possible and Government must adopt the convention Ohat their decision on the 
Board’s recommendation should be notified to the public within a period of two 
months of the submission of the Report. 

Questioii 86.— My Committee note that even under the present procedure 

or assistance from Government has to submit 
its application to the Mini.stry of Commerce. The same is further placed before 
an inter- departmental Committee consisting of representatives of tlie Ministries 
of Commerce, Industry and Supply and Finance. The Ministry of Commerce 
refers the case to the Tariff Board for investigation and report, only wlien it is 
satisfied that a prime facie case has been made out by the industry in question 
and that it is a fit case to go before the Tariff Board. This procedure is likely 
to cause a great deal of delay and in view of the observations already made in 
the preliminary remarks, it would be most conducive to prompt and speedy 
work if the applications were allowed to be made directly to the Board. It 
may be further observed that the present procedure involves duplication of 
work, inasmuch as the Ministry of Industry and Supply is required to submit, 
a memorandum containing the full case of the industry under investigation 
including relevant statistical information to the Board. At the same time, the- 
office of the Tanft Board simultaneously does the work of compiling statistics 
of imports, exports, production ana c.i.f. prices relating to the industry from' 
the various Government sources and publications. It is suggested that the- 
technic.'il organization assisting the Board should be entrusted with the work 

relating Jo the compilation of necessary information for anv industry whose case- 
comes up for investigation. ‘ ^ ^ 

Queniion 87.— The recommendations embodied in the Report of the Tariff 
Board m r^pect of any industry or problem having been made after an elaborate 
and impartial inquiry by a competent body should be normally accepted by the- 
Go\eriiment. In case the Government have strong reasons for reiectiiip' the- 
recomnieiidutions of the Board, the same should be made known to the public. 

Juc.ffon 88.-(a) Yes. The Tariff Board must be placed on a statutory 
basis, d^leaso refer to reply to Question 78(i). ^ 

should lay down the composition and funetJons of the- 
^ ^ question whether the general principles governing tariff 
policy the general procedure to be followed in tariff inquiries and the mann->r 

of the obligations of protected or assisted industries should be^ 
laid down b.> a statute my Committee hold that, since post-war fiscal nolicv 
may have to be modified to suit the changing conditions, it would be advisable 
not to embody the same in the Act constituting the Board. This will further 

STty. ^ ^ procedure and make for greater 

(c) Please refer reply to (b) above. 
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PART n 


^UESTlOXNAffiE OF THE COMMISSION DEALING WITH THE HAVANA CHARTER ON 

World Trade and Employment and General Agreement on Tariffs and 

Trade. 

1 My Committee would like to recaU that from the time the first session 
■of the Preparatory Committee was held in London on 15th October to 26th 
hovember 1946, they have been following with keen interest the developments 
connected \yith the proposal for promoting national and international policies 
to increase international trade and for the framing of a Charter for an Inter- 
national Trade Organisation. They had, even at that early stage, expressed 
themseKes unequivocally that disparity and difference in the level of develop- 
ment of the different countries would automatically impose a handicap on back- 
ward ‘Countries, if a uniform code of conduct, restricting freedom of unilateral 
action by any country designed to promote internal development, was insisted 
upon. They had not made any secret of their fear that the purposes, provisions 
and requirements of the Draft Charter as originally fmmed were mainly conceiv- 
ed from the point of view of the industrially advanced countries, which were 
seeking to stabilise their industrial development at the peak level reached by 
them during the period of the war. They further pointed out that the proposals 
entirely ignored the claims of industrially backward and under-developed 
countries and ns such unless they were revised in a manner, which gave due 
recognition to the legitimate claims of the under-developed countries, it would 
be suicidal for a countn’ like India on the threshold of a planned programme 
of industrial development to be drawn into international commitments of such 
ix far-reaching cliaracter. It is a matter for some satisfaction that the above point 
of view was vigorously endoi’sed and advocated by the representatives of this 
coiintr}' at the Drafting Committee of the Conference whicli met in New York 
in January 1047, at the Second Session of the Preparatory Committee held at 
Oeneva in April 1947 and subsequently at the Havana Conference. It must also 
be conceded that as a result of the efforts made by the Government of India 
and the inherent soundness of the point of view urged by them, the original 
propo.sals were considerably modified and the Charter as it has finally emerge 
has recognised in an enlarged measure the point of view and the objections put 
forxvard bv India and the representatives of other backward countries. Wli e 
acknowledging these improvements, the Committee of my ^^^arnber must at the 
■game time point out that even in its present form, the Charter imposes on 

.economic development. 

9 The Committee of my Chamber would endeavour to indicate the inore 

economic relations inasmuch as .t seeks to for the 

behaviour which should govern international trade. 1 . i- i The 

"^r^™ of an internatfonal Trade Orgamsa.ion _as^j. _spec.hse^__^^^^^^ Jhe 

organisation has for its pnmar^s ^nied production and employment and by en- 
ieTK arteries of infomttfonar^c^itments” with respeet to national eoonom.e 
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policies regarding tariffs, trading restrictions, quotas, exchange control, prefer- 
•ences, state trading, subsidies, cartels, inter-governmental commodity agree* 
jnentS; international aspects of domestic employment policies, economic develop- 
ment and international investments. 

3. The basic aim underlying' the Charter is the attainment of high standards 
•of living, full employment and conditions of economic and social progress. 
Towards that end, Member Governments subscribing to the Charter are required, 
among other things, to foster and assist industrial and general economic 
development, particularly of under-developed and bacUward countrie.s and en- 
courage the international flow of capital for p'xxluctive investment and to facilitate 
•on equal terms access to proluctive facilities for their economic prosperity and 
•development. Nowhere in tlie Charter, however, has a definite legal obligation 
been thrown on Member countries to require the implementation of specific 
programmes or proposals designed to achieve tlie above object of assisting the 
•development of backward countries. Wlule tlie pmposcs and objectives in 
regard to this matter are piously set forth in the Clauses of the Charter, even 
"without being subject to the charge of cynici.sm, one can reasonably pose the 
question as to whether the proposed international machinery can enforce the 
fulfilment of the above obligation by requiring Member country A or B to give 
direct assistance to a backward country and to make available to sucli a country 
productive facilities required in the process. In short, my Committee are ('nly 
giving expression to a fear that the Oiarter lias not provided for the forging of 
sanctions, which would enable the implementation of its main pui*poses and 
■objectives. India, as a backward country, will have to increasingly depend on 
industrially advanced countries for the supply of capital goods and technical 
personnel. This country’s schemes of expansion and economic development 
will largely depend on international co-operation and assistance. My Com- 
mittee only are, therefore, naturally raising the issue as to how tlie Charter is 
going to provide for the enforcement of the obligations undertaken by IMember 
•countries in respect of fostering and assisting industrial and general economic 
•development of backward areas. 

4 Coming back to the central issue of the limitations and inhibitions imposed 
by the Charter standing m the way of the developmental programmes of a back* 
ward country like India, my Committee may recapitulate that Member countries 
avill be expected under the terms of the Charter to undertake- 


(i) to introduce no new preferences and to increase no old preferences 

(Article 16); 

(ii) to enter into and carry out negotiations directed towards the sub- 

(Article elimination of preferences 

(iii) not to impose on imported goods internal ta.xes higher than those 

imposed on like domestic goods (Article 18): 

(iv) not to impose on the distribution or use of imported goods law 

regulations or requirements, more than those imposed on the 
distribution or use of bke domestic goods (Article 18); and 

"'"‘nortiiT™ I “7 requireinent that any specific amount or pro- 
portion or any product must be supplied through domestic soiirLs. 

developed countiy is released from some nf ur under- 
country in pursuance of its programme of economic ® 

protective measures. They are dealing with ® adopts certain 

these restrictions in their detaUed replief to the questbns' orCommerotl pXef 
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The} would, at this stage, however, like particularly to emphasize that th& 
Cornmercial policy provision designed mainly to secure immunity for foreign 
capital from discriminatory treatment may present in actual operation a potential! 
handicap in the pursuit of policies designed to assist national development. 
Under Article 12 of the Charter, members are required, in regulating their 
policy governing investments, to avoid discrimination as between foreign invest- 
ment, although favourable treatment to national investments foreign 

investments does not seem to be ruled out. The provisions in Article 18 requir- 
ing Member countries not to impose on the distribution or use of imported’ 
goods law, regulations or requirements more than those imposed on the distribu- 
tion or use of like domestic goods may, perhaps, come in the way of a Member- 
State adopting a policy of direct assistance to indigenous-owned capital. Illustra- 
ting the poiiU, my Committee would like the Commission to specifically consider; 

(o) Whether the continuance and enforcement of the present policy of! 
a price preference and administrative preference to Swadeshi Stores 
under the Stores Purchase Rules and Policy of Government would 
be debarred by the obligations and requirements imposed by the 
Charter? 


(/}) Whether enforcement of a condition that the insurance of all State- 
owned properties shall be confined to Insurance Companies of 
national ownership and management will be debarred by the 
acceptance of the coinmitments under the Charter? and 

(c) Whether assistance in the shape of direct bounty for developing 
Indian-owned and managed shipping would be deemed possible 
only if assistance in a similar form and to a similar ext-ent is extend- 
ed to foreign-owned shipping operating in Indian waters. 

If tlie Coniinission share the fears of my Committee that the freedom of action 
of Indian Government in tlie above directions would be restricted by the obliga- 
tions imposed by the Charter, then my Committee are of the considered view 
that the Government of India should be advised to specifically ask for releases 
and exemptions in regard to the above essential rights, as they have a vital 
bearing on the development of a national economic policy for our future develop- 
mental purposes. f. 


0. It is, how’evjir, in the provisions governing the use of quantitative restric- 
tions for protective purjioses that tlie Charter has imposed obligations which are 
certainly very onerous from the point of view of industrially backward countries. 
Article 20 requires general elimination of quantitative restrictions as a principle. 
Under Clause (1), no prohibitions or restrictions made effective through quotas, 
import or export licences or other rpeasures shall be instituted or maintained by 
a Member in respect of the products of import or export of that meniher. these 
requirements provide that in all cases, other than those specihcally stated^ 
the Charter or exempted by the International 

countries shall abandon the use of licences, quotas and quaotitat^ 

lions on exports or imports. Again, i and when 

restrictions as may be permitted have to be admm.s ered so 

nation between other Member countries. (Aiticle 2-). ! March 

designed to protect industries established during ^ processing of 

1948 and those necessary to protect ^ industries have been 

domestic raw materials or ““nnst concede that, this is a distinct 

recognised as permissible. My Committee quantitative restric- 

improvernent ou the original proposals In ^ ^ I.T.O. Thisi 

tions will be governed by the ” P , ^J^odified in two essential 

requirement X^hll it is ^-stablished 

tlsur: is unlikely to^be more restrictive of intemsfonal 
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trade than any other practicable and reasonable measure 
Charter, which could be imposed without undue difficulty. The 
makes it legal to adopt quantitative restrictions in anticipation of the concu 
rence of the I.T.O. for the purpose of avoiding an increase of importation of 
the products concerned in such amounts as to make the quantitative restnctions 
when adopted quite ineffectual, thereby jeopardising the protection winch these 
restrictions were to give to the industry newly to be established, rhe essence 
of these provisions is that quanliitative restrictions are not to be generally 
utilised for protection purposes except in the case of war-time industries. My 
Committee are unable to appreciate the justification for limiting the use tins 
protective weapon only in respect of war-time industries. The same right shouk 
be equally available for nascent industries, developed or established in times 
to come. This is an important direction in which the Government of India 
may be advised to secure modifications in the provisions of the Cliartcr. 

7. With these observations, which give a general indication of Uie views 
of my Committee on the problem as a whole, they would now procei^d to give- 
detailed replies to the specific questions in the Questionnaire. 

Question No. 89. — The basic aim underlying the Charter is tlie attainment, 
of high standard of living, full employment and conditions of economic and 
social jirogress. To that end, the members are required to promote such 
national and international policies so as to: 

(y) assure a large and steadily grow’ing volume of real uiconie and 
effective demand; to increase bhe production, consumption and 
excliangi; of goods; 

(b) to foster and assist industrial and general economic development,. 

particularly of under-developed and backward countries, and en- 
courage the international floiv of capital for productive investment; 

(c) to facilitate on equal terms bo all countries access to markets, pro- 

ducts and productive facilities for their economic prosperity and 
development; 

(d) to promote on a reciprocal and mutually advantageous basis the 

reduction of tariffs and other barriers to trade and olimination of 
discriminatory treatment in international agreements; and 

(e) to facilitate solution of problems relating to intematioiia] trade by 

' promotion of mutual underetanding, consultation and co-operation. 

to tho objectives as stoted in the American proposals iti was felt 
at t is s^tion failed to take sufficient note of the needs and requirements of 
^ u countries like India, and doubts were expressed as to 

whether the freedom of such backward countries to develop themselves w’ould 
not be senously jeopardised by the acceptance of these proposals. It was also 
pointed out that if the basic objective of promoting world trade and employment 
was to bo attained, the proposals must be recast in a posilive manner and must 
infer aha place an obligation on more advanced countries. Judged from this 
r?o® ^ view, the Havana Charter marks a distinct improvement on the original 
U.b. Draft. Among other objectives, iti requires member-countries to clearly 
recognise their obligation in respect of fostering and assisting industrial and 
general economic development of backward and under-developed areas. It- 

countries on equal terms Ic the 
markete. product and produclnve facilities, which are essential for their eoonomio 
^velopmenb In view of the fact that India will have to increasingly depend- 

M U P domestic market and plentiful natural re- 

sources we wiQ have to develop the patitem of our export trade on a multilateral' 
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'basis, my C ommittee feel that we are naturally interested in promoting expan- 
won of world trade. In fact, our own schemes of expansion and economic 
development will have to largely depend upon international co-operation and 
moiutenance of high level of employment and activity in other parts of the 
world. Viewed from this angle, viz. (1) acceptance of the development of 
under-developed countries as one of the purposes, and (2) India’s need for 
inteiTiational co-opcration in her schemes of economic planning and develop- 
ment, my Committee accord their approval to the basic purpose and i.bjeclives 
underlying the Havana Charter on Trade and Employment. 


Queslioji 90: Ecoyiomic Development and Reconstruction.— My Committee 
note that this is entirely a new chapter incorporated in the draft Charter at 
the first session of the Preparatory Committee, with a view to accommodating 
the point of view specially emphasized by countries like India, Australia, - 
Brazil, etc. Article 6 is of a general nature and emphasizes the Importance of 
economic development and reconstruction in relation to the purpose of the 
Charter. Under Article 9, members of the I.T.O. agree to take action, within 
their respective territories, designed to develop industrial and other economic 
rescurccy and to raise standards of productivity. Article 10(2) is of special 
interest to under-developed countries, inasmuch as it requires the I.T.O. at' the 
request of any member to study the resources and potentialities of the mem- 
ber’s economy and assist in the formulation of its plany for economic develop- 
ment and furnish advice concerning the financing and carrying out of such 
plans or assist the members in obtaining such advice. The I.T.O. is also 
authorised to make recommendations ^nd promote agreements to facilitate an 
equitable distribution of skills, arts, technology, mateanals and equipment. 
Mcnibrrs ire further required not to impose any unreasonable or unju.'itifiable 
action within their territories, so as to prevent other members from obtaining 
sucli facllitie.s ou equitable terms. 

My Committee would like to observe that the functions assigned to the 
f.T.f/ in legard to the assistance to be rendered for economic 'le.velopinent 
and recons'ti'uction of backward countries are largely of an advisory character. 
The obligations under these clauses are. not binding in any manner on the 
monihcr-countries in respect of the needs and requiremetits of the industrially 
bacliward countries. ^lembers Inve been asked or requested to co-operate oulj 
to the extent that is possible for tliem to do so within the limits of tbeir 
powers. How'ever, within these limits, it may be conceded the provisions do 
create opprrtuniti -v for the I.T.O. to render substantial assistance in the develop- 
ment of backward countries. 

Government Assistance to Economic Development and Reconstruction.— 
Article 18(1) can be considered specially important from tlic point of view of 
the industrinllv backward countries, inasmuch as it clearly recognises that 
in appropriate' circumstances employment of protective measures far the pro- 
motion of economic development is justified. However, while exercising this 
right, it is to be seen that such measures do not impose undue burdens on tncir 
economies and unw’nirunted resti'ictit us on international trade. 


The Article released, under certain conditions, on under-developed country 
from some of the obligations, when the member, in pureuance of its 
of economic development, adopts certain protective measures affecting irnpor. , 
which may be in conflict with tlie provisions of the Charter. 

(a) An under-developed country moy enter 

the other parities to a trade agreement and obtain lelease t ‘-ougn 

their consent, subject to such conditions as they may impose^ 
n.\ Or if mav ask the I T.o. to sponsor negotiation with all of those 
parttes to trade agreement who would be matenally afteeted. 
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On obtaining a substantial agreement, lihe I.T.O. may tl erii 
grant a release, subject to such oondTtions as may be agreed upon. 


The detailed provisions regarding prior approval of the Organisation were 
very cumbersome and dilatory in the earlier draft. These have been relaxed, 
and the Charter, Article 13(10), requires that the Organisation shall ordinarily 
within 15 days after receipt of lihe application advise the applicant member of 
the date by which it will be notihed whether or not it is released from the 
relevant obligation. The maximum limit set is nob later than 90 days. In. 
case the applicant member is noti notified by the date set, the member may, 
after informing the Organisation, institute the proposed measure. 


Further, in regard to measure such as import quotas and mixing regulations 
on products not covered by trade agreements, it is provided that 


(a) release must be granted if the I.T.O. is satisfied that the measure 
proposed is the one most suitable for the purpose and is ’‘unlikely 
to be more re.strictive of international trade than any other practi- 
cable and reasonable measure permitted”' under the Charter; and 


{h) release must be granted if the I.T.O. finds that the industry to be 
protected will engage in the processing of an indigenous primary 
comixicdity or a bye-product that would other\vise be wasted ; that 
the measure proposed for the industry is necessary; that it will 
achieve a fuller and more economic use of resources, raise standards 
Of living and that it will not harm international trade. 


the^T^T noted that a wide measure of discretion re^ts with 

wUi n e^ant of release by the I TO 

will become virtually automatic. i- o 


(а) “ specified period must be granted, if the industry to 
be protected was estabhshed between 1939 and 1948; 

(б) Kelease must be granted, if the industry processes an indi-renous 

bee^^ external sales of that commodity br,ve 

abroad <^5triotions in.posea 


I.T.O. determiuo, whether W must be ’ ^ *>6 continued until the 
(iVrticle 14). ^ “bandoned or may be retained. 

may circumstances 

int Jet of the P^^^^of econc^rc ^ ‘7° " 

laid down that t^Sries of the^arti P™-®"* T ’reconstruction. It is 
preferences must be coSous or mu^t he establishment of tariff 

The clause would facilitate the fnrmaf* t within same economic region, 
event the same Va^ed to bv t^lr ® i” ‘he 

that the principle of pr^or appmtl I*® 

preferential agreements are now admitted Tcepf Sf caTel "" 

tion was spectaUy^^nco^orated^^t the^nstar’*^ DevelopriMnt and Reconstruc- 
under-developed counts. My Committal backward and 

articles under the Chapter rec(^se 3i^^, would like to observe that the 
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X.T.O. for imposing certain protective measures, however simplified the 
procedure may be. My Committee are of the view that it would have been 
more appropriate if the right of the industrially backward and under*deveIoped 
countries .to utilise protective measures such as Quantitative Eestrictions were 
■fully recognised in the Charter, subject, however, to a subsequent review bv 
the I.T.O. ‘ 

Question No. 91. — Please refer to reply to Question No. 90. 

Question No. 92. — My Committee note that encouragement of international 
flow of capital for productive investment is now incorporated among the pur- 
pose and objective of the I.T.O.j Article 12(1) recognises the right bf a 
member to provide appropriate safeguards against foreign investment being 
used “as a basis for interference in the inKprnal affairs or national policies of 
members”. It further authorises a member to determine the terms and 
conditions on which future foreign investments may be allowed. Members 


ing discrimination as between foreign investments. 

In a recent statement on the Union Government’s policy in regard to the 
position of foreign capital in India made by the Prime Minister the terms ^d 
conditions laid down are not only in full accord with the requirement laid 
down in the Charter but go a little beyond. If India is to fully implement 
her plans and proposals of industrial development, she will have to welc.ome 
foreign capital to plav its role in India's economy m a constructive and m- 
operative manner. Foreign capital, it is expected is not only necessary for 
the rapid development of the country, but is also welcome inasmuch as m 
several^ cases it wiU bring with it the requisite scientific, technical and in- 
dustrial knowledge necessary for the development of industry. 

Wbilp welcoming foreign investments in India on terms and conditions 
mutually advantageous, Government have emphasized that as a rule t^e major 
interests^ in ownership and effective control of an undertaking should be i 

the’cfar^vr^eTece^sr -T S the 

:remmenti assirtaice in the' fonn of protective me^ures to .ndustr.es the 
ownership of which is preponderat.ngly m nat.onal hands. 

No. 93: tLTarS 

broad lines of Commeicial Policy Pharter The Chapter on Com- 

of the same constitute the very core such as reduction of 

mercial Policy covers a wide range of frpatmLt on internal taxation 

tariffs and elimination of preferences, "a i import quotas and related 

and regulation, quanthative dumping and coJntervaiUng duties, and 

exchange matters, subsidies, and an P g General Commercial pmvi- 

CuslonTs Union and free-trade ^ the Fiscal Policy of an 

■sj; b's.;™ " ft 

ij r.i " 
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••ijiid the relevant clauses particularly under Chapter IV should be suitaidy 
anodified to that effect. An analysis of the various aspects of the Commercial 
Policy as embodied in the Charter will reveal that the Charter in its final 
■form has failed to show an adequate appreciation of tlie point of view of the 
underdeveloped countries. \VluIe my Committee are aware of tlie several 
exceptions and reservations made in respect of various important sections re- 
lating ‘(p Commercial Policy, they cannot lielp obsenung tiiat the sanie iiavc; 
been largely inspired with a view to safeguarding the intei’ests of the indus- 
trially advanced countries. 


It is a matter of common knowledge that both the U.S.A. and the U.K. 
have in the past resorted to various measures including the use of quantitative 
restrictions, bounties and subsidies to protect and safeguard their industries 
against the inroads of foreign competition. As industrially efficient and 
advanced countries, they now need tariffs and other protective devices, primarily 
as emergency measures and not as protective weapons. This has been ade- 
quately secured for them by various exceptions and reservations provided for 
the pui-pose. It is significant to note that while the Charter j-eveals a full aware- 
ness of the difficulties of the industrially advanced countries, either revaged by the 
war or m balance of payment difficulties, it fails to accord full recognition to 
the need for developmental tariffs in industrially backw'ord and agricultural 
countries like India or China. Instead of conceding the right of industrially 
backward countries to resort to a legitimate use of tariffs, quantitative restric- 
tions, subsidies, etc. solely for protective purposes, as a means of bringing 
-about rapid industrial development in these areas, the same has been hedged in 
by several conditions and limitations including the clause requiring prior con- 
sent of the I.T.O. However simplified the procedure regarding prior approval 
of the I.T.O. may be, it does involve an unwarranted external interference with 
the competence of a country like India to protect her own industries by suit- 
able measures. In the case of agrarian countries which have the task of 
■evolving balanced economies with a view to raising the depressed standard of 

living of their peoples, these lunitations are likely to act in an obstructive 
manner. 


• post-war plans of development implying large-scale exnansinn nf 

industries as envisaged in the Industrial Policy of Se^GovIrnrent o?TndirAri 
io be implemented in an effective manner. tL trade a^d f T 

^opted will have to conform to the new requirements of the industry. While 
niy Committee are Aware that certain releases ata t ^ 

W39 d m<lustriesTs?ab“ 

eSud rZl'rn ^ the"eme wcuU nSal?; 

oe entitled to protection or assistance from the Government on fulfill 

It-ir .s;;. itAri t. 

oonLl. iniTbe demand for twtht 

mxeasuree mentioned above in an Z”d ma^er ’ 
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That India may require the use of various modes of protection according 
to the requhements of different industries is amply borne out by the various 
recommendations made by the Interim Tariff Board in their various reports. 
• For example, in respect of the Machine Tool Industry which is a key industry 
of primary importance, the Tariff Board after a review of the case of the in- 
dustry, recommended a protective duty of 25 per cent. But they also deemed 
essential a quantitative control on imports regulating the imports of the same 
to the extent of the deficiency in local production. This is a clear instance of 
quantitative restriction combined with tariff as an instrument of protection. 
Likewise, in the case of Grinding Wheels Industry, the Tariff Board not only 
recommended a high duty of 80 per cent, for 3 years, but also a total prohibi- 
tion of imports for a limited period with a view to facilitate an intensive 
development of the industry. Again, in regard to the case of Plywood and Pea 
Chests Industry, the Board maintained that unless there is quantitative regula- 
tion of imports of Plywood, no amount of duty will effectively protect Ply- 
wood manufacture. Another instance where the Tariff Board ® 

quantitative import control in addition to protective duty was that of All y 
Tool -md Special Steel Industry. The important point that emerges 
from the above is that though quantitative import restnctions or ^ 

The metLrof protection by laria-cum-Quotn may be co-.dered as es^p .onal 
methods of protecting industries, the Board did recognise that . . 

in the case of Ferro-Silicon. 

Question No. o^er 

znember of the ^ZToTnoJtMoJ directed to sub- 

member or members to e foriffs and other charges on imports 

etantial reduction general level of toffs and ot 8 

and exports and to the eUmmat.on of ^ 

advantageous ^^sis. Iv. adequate opportunities for taking mto 

product-by-product ® ,,„fcries and in^Iividual industries. Besides, 

Lcount the needs of bound against increase. No mem- 

particular duties may be either reduced j^^jg^^thout receiving adequate 

Lr is required to ^"f.^e?wed t" 

concessions in return. Y^ich finally lead to the Geperal Agree- 

,new „(3) as negot.a- 

tions pursuant to this Article. 

It is significant to note that tariff oMrade ^d employment 

nation of Preferences. If the ; 'Ji it is most essential that the 

;;ee to -clueUarrto ^‘l“rm",e use" of h|h tariff 

ixnport duties. ‘"J^domestic producers. It may 

threaten serious injury 


209 


such a clause has little use to countries like India, the same is. likely to be 
used by the industrially advanced countries to whom tariffs in the. context of 
the present development has primarily an emergency value. In fact, a country 
like the XJ.S.A. who was the original sponsor of the proposals for expansion of 
World Trade and Employment has in the words f)f .Jacob \'iner "pleflgod itself 
to make only selective (as distinguished from across-the-board) reductions in 
American duties and to take into full account the effect that tariff reductions 
would have on the competitive capacity of American industries’’ 

From the point of view of India, in view of the fact that the protective duties 
Jn India are few in number and the general level of the same hein" moderate, 
there exists comparatively very little scope for tariff reductions. While, there- 
fore, there is sufficient scope for reductions of tariffs and eliminntif)n of pre- 
ferences on the part of leading tradmg nations of the world, my Committee 
maintain that it would be manifestly unjust to expect industriaUy l)ackwnrd 
countries to offer reductions in tariffs. It is necessary to draw a clear distinc- 
tion between tariffs imposed for restricting trade and manipulating balance-of- 
payments position and jnotective tariffs intended for devel»)pnient of 
domestic production and increasing employment. It is indeed true that Article 
13(1) recognises that in appropriate circumstances employment of protective 
measures for the promotion of economic development would be justified. But 
as already pointed out above, it is to be remembered that the same right is 
subject to certain conditions and prior approval of the I.T.O. My Committee 
hold that the Charter should have specifically and categorically recognized the 
right of backward countries to utilise protective tariffs for developmental 
puiposes. 


Internal Taxation and Regulations . — Article 18 seeks to establish the basic 
principle that internal taxation and regulations should not be used as a method 
of providing protection against foreign competition. Members are required 
uol to impose lieavier taxes on imported goods than on like domestic goods. 
Xor must they subject the sale of im])orted goods to regulations more burdensome 
* 11 ^” fi-PPiyi^g to the sale of domestic goods. Besides, members are not 
allowed to prescribe any regulations regarding internal quantitative regulations 
relating to mixture, processing or use of products in specified amounts or pro- 
portion. However, two exceptions are recognized : (i) none of the rules applies 
to the Goveiunental procurement of goods for public use or prevents the pay- 
ment of domestic subsidies, and (ii) mixing regulations already in existence 
are allowed to stand. 


uru-i ^ would particularly like to refer to the mixing regulations. 

lie a comitry like the XJ.S.A. who has imposed discriminatory internal taxes 
on certain fats and oils and has already prescribed mixing regulations for the 
mmng up of synthetic materials and crude rubber in the manufacture of 
rubber goods will be able to retain the same under Article 18(6) a country like 
India wiU be precluded from prescribing mixing regulations regarding the mixture 
of power alcohol with petrol or for the mixing of foreign tobacco with the 
Indian one, unless prior sanction is accorded by the I.T.O. This aspect of the 
question deserves to be carefully considered. 

Quantitative Trade Reatriolions.—Tbe Havana Charter (Article 20) requires 
general elmination o£ quantitative resffletions as a principle. Under Clause 1 
110 ptolubihon or restriction made effective through quotas, import or export 

T instituted or maintained bv a member in 

lespeot of the products of import or export of that member. However certain 
exceptions we pe^tted under the Charter under which quantitative’ restrio- 

J supplemente to domestic crop restriction or price 

support or as adjuncts of sanctioned inter-governmental commoditv agreement 
and as means qf oorrectmg actual or threatened bafanoe-of-paymmts deficits. 
lIMofC " 


210 


war 


Export or import restrictions are to be further permitted during the post- 
transition period to effect an ecjuitable distribution of products in short Buppiy» 
to maintain price control or to facilitate an orderly liquidation of Government 
surplus and war industries. 


While my Committee recognize that India will be entitled to avail herself 
of the above exceptions during the period of her present imbalance in trade 
and critical bulance-of*payments position, it is to be noted that these exceptions 
and reservations have a special significance to tlie advanced economies. It is 
also possible for India to resort to quantitative restrictions from the short-term 
point of view for the purpose of protecting industries established between 193^ 
and 1948 and for such industries as are engaged in processing indigenous 
primary commodities. However, my Committee would like to specially em- 
phasize the fact that the use of quantitative restrictions as an important normal 
protective measure is ruled out by the Charter. 

It is possible to understand the strong opposition to quantitative restrictions 
ill terms of the inter- war experience of the thirties, when exports were raised, 
imports were curtailed and all the weapons of commercial warfare were brought 
into play. While some of the evils attributed to 'quantitative restrictioi.s may 
be real under certain abnormal conditions, they are not wholly unavoidable 
under suitable conditions and when applied for the specitic purpose of increas- 
ing national production and employment. As already pointed out m the genei 
observations, on tlie broad lines of commercial policy quantitatives lestricton, 
if ju.liciousiN used, can he a more effective instrument for ensunng the develop- 
ment of industries particularly in backward gantries 

paratively fewer chances for their abuse. Tihs view >s further borne out by 
the recent invest'gations carried out by the Interim Tariff 
It becomes essential to combine ff'^'^^titative restnctions with 
view to giving adequate protection to a particular industry. If India is to 
proceed with her plan of industrialisation. Quantitative Kestrictions will hecom 
!;rcessarrfor the purpose of ensuring the development o industries and select- 
ing such of the national resources which may be available 
development in accordance with tlie order of priorities p 

hLe ■ l.eei included, so as to enalde the 

on the trade ai d economies of other countries. 

Snbxnhes.--.\rU(.-k -> * indirectly to reduce imports or to increa.se 

any subsidy operates d poncernmg the character of the subsidy, 

exports must inform the jts possible effects. It further 

its extent, the reasons for i s ^ j tj,e t,-ade of another menilier. 

provides that in case « s"bs>d> due consultation, to consider 

the possibility of indirectly, wliicb result in the sole of 

allowed to grant ^ the comparable price charged 

such products for f ^ domestic^morket. However, exemptions 

for the like products to buy consumption of a commodity or n remis- 

.idles inasmuch as S the ri™ " 



211 


the induBtrially backward and underdeveloj^ed countries as a method of giving 
protection. It is generally recognised that bounties or subsidies under certain 
circumstances are preferable to tariffs inasmuch as they are more specific in 
their application and more amenable to control than tariffs. Subsidies are also 
deemed necessary in case of new industries, more i)urticuiiirly in the case of 
key industries and industries of strategic importance. For example, in the 
case of the shipping industi'y, which holds a pre-eminent position in our national 
economy, it may become essential to grant subsidies with a view to protect the 
interests of the national industry against foreign competition. My Committee 
feel that though an industrially backward country may not he able to Jiiake "ii 
extensive use of bounties or subsidies, the use of subsidies for protective pur- 
poses must be definitely recognised. 

• s 

In opinion of my Committee the major defects in the various articles 
under Commercial Policy pointed out above are not likely to harm our trade 
or industry in the. short period inasmuch as sufficient exceptions and reser- 
vataous have been provided in the Charter whereby industries established bet- 
ween 1939 and 1948 can be protected as well a.s release from the various 
obligations can be obtained during balance of payments difficulties. tRowever, 
it 18 feared that from the long-term point of view the provisions regarding 
Commereiiil Policy are likely to impose restrictions on our freedom to utilise 

suitable measures of protection necessary for bringing about a rapid industriali- 
sation of the country. 


Question No. 95.— Please refer to reply to Question No. 94. 

Questions Nos. 90. 97 and 98.— Question No. 96 has been aiisweivd in nur 
concludmg remarks; Questions Nos. 97 and 98 are covered hv the preliminarv 
ol)s..-\ations and by the replies to the questions on Cnmmen-ial Policy. 

Question No. 99: General Agreement on Tariff and Trode — Twentv thrflp 
countnes including India, in accordance with I JLIC JZ 'J' Z 

Committee of the United Natiors Conferen e 
on Trade and Employment initiated negotiations between their representatives 

Tariffs and Trade relates to nroviftin^e ^ General Agreement on 

meht and tariff concessions set forth in th^ 1 treat- 

n refers to nationVta^ schedules to the Agreement. Part 

relating to cinematograph films, freedom of transit” regulation, provisions 
vailing duties, general elimination of nuaititnf! - ’ n^d coiinter- 

nnd such other provision of the Charter of Mie Ti't subsidies, etc., 

as are essential to safeguard the value o toriff Organisation 

that the provisions of the AgreLenrwl sf understood 

continue the application of hefpresenLarction. w ^ 

special provisions have also been maL to South Africa. Besides. 

into special interim agreements with respect to fh 2 

pending the eetebliehment of their reciproeef trade reSation^s''™ ' tSe tSl] 
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My Committee are in agreement with tlie general objectives underlying the 
General Agreement on Tariffs and Trade, As for provisions relating to Part II 
which form a part of the Commercial Policy of the Havana Charter, they would 
like to reiterate their view, stated abo\e, that they do not fully meet with the 
jieeds aiui lequirements of an under-developed country like India. 

Question No. 100. — ^My Committee understand that the negotiations bet- 
ween the participating countries were conducted on a selective product-by- 
product basis, having due regard to the peculiar circumstances relating to each 
product on which concession asked for was under consideration. It was further 
understood that the negotiations were to be on a reciprocal and a mutually 
advantageous basis, no counti-y being expected to grant concessions unilaterally, 
unless the same were counter-balanced by adequate concessions in return. The 
agreements thus anived at between pairs of coiintres are subject to most 
favoured-nation treatment, making the concessions applicable not only to bargain- 
ing countres but to all other signatory countries. The final results of nearly 
123 negotiations are incorporated in the General Agreement on Tariffs and Trade. 


India conduct. d tariff negotiations v.ith 15 countries and under the pro- 
cedure outlinevl above, concessions exchanged resulted in (a) reduction in 
Customs duties, (b) reduction in preferential margins, and (c) binding of exist- 
inf" tariff treatment against future increase. The mam commodities in respect 
which India ‘uive concessions relate to food items, chemicals, drugs and 
medicines, materials for industrial use. machinery and equipment and con- 
Mimer goods. The concessions, both direct and indirect, given by India m 
lespeci of important items are valued at 10o3 lakhs on the basis of 1938/39 
H.mres ii volving a net loss of revenue to the extent of nearly -4 lakhs As 
the concessions given. India has received concessions both direct and 
to the extent of^trade of the value of 28 02 lakhs on the 1938/39 basis. 
The principal commodities in respect of which India has received tariff conces- 
sions are jute and jute manufactures, cotton manufactures, cashew-nuts, mica 
shellac cor matting, sports goods, carpets, spices and condiments esbential 
i.ils tea -u d tobacco. It is. however, to be noted that the negotiations m 
,vs,'.ec ‘of Ihe above ca.mmodities relate to tlie pre-partition period and as such 
important changes which have resulted in the foreign trade of India, con^- 
l ueni upon the"partition. have to be duly taken mto 

of our foreign trade'. In reg.ird t ^ ^ concessions, niv Committee 

ooncessioiK and the determination P(j,n,nerce 'that attempt 

understand from the assurance given \ p^chaneed. exempt products which 

has been made to see that the • ' fche^next three vears and avoid 

are protected or might claim protection during the next 

excessive* loss of revenue. 

>T 101 A ftip nuestion whether the concessions reciprocally 
only sometime n 19;)0. 

Que.fio„ No. 102 .-Ple»- refer to Question Ko, 101. 

nr n ,v.r«iffPA have so far received no information on 
Question No. contracting parties are working the jirnvisioiis 

the point. Tlie spirit m nhich t watching toe experience ami result 

;! Z =”;! .|"X r..- .1 
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Queation No. . 104. — In view of the observations made above, the decision 
may be deferred till the latter half of 19 j 0 when the relative advantages can 
be examined in a proper perspective. 

8. CoTicluaion . — ^The Havana Charter for promoting an International Trade 
Organisation for attaining higher standards of living and for fostering and assist- 
ing international economic development is part of an overall scheme of inter- 
national economic collaboration. This scheme of economic collaboration ha^ 
alreivdy taken concrete shape in certain directions, such as the establishment 
of an International Monetary Fund and the setting up of an Iiiternationul 
Bank for Eeconstrnetion and Development. The process is being strengthen- 
ed in other social and cultural features by collective sponsored by tlie United 
Nations in various directions. The proposal for an International Trade Organi- 
sation lias certainly to be considered in the context of the overall scliemes for 
international collaboration and it would be dilHcuit to treat the Havana Charter 
and the proposal for the Intei^nitioiial Trade Organisation in isolation for pur- 
poses of determining the attitude which India sliould adopt to^^ards the same. 
My Committee feel that India will have necessarily to lie guided by the above 
approach in dealing with this problem. 


9, In deciding on the attitude of India to the Havana Charter and tin* com- 
mitments thereunder, three courses are open; 

(a) Govermnent may be advised that as India is not likely lo derive 
any direct immediate benefit by subscribing to tlie (.Charter, this 
country, may, for the time being, decline to fall in line witli the 
new set-up envisaged by the Charter, or 

tb) Government may be advised to postpoTie consideration of the whole 
question for a period of six months or one year, till the country 
has a clearer picture of the whole organis^ion and till in th^ 

- 

10. The Couimitttfe of inv Cluunber urn i ^ c a.\ 

.intive of |,ostponi„g u decision on the .uatte.- n bout 

be in no hurry to communicate our acceptancrof tlirrhart "rl'' 

while Government can, after the Fiscal {'VmimicM- . u ^ fbe mean- 

tions, in the light thereof formulate their “i^de its recommenda- 

The enunciation of thal Lltv w!m pitee ,^0 ''’‘""I Policy, 

in that the Government of India can* reusonahK'*? T ^ P^^'tion of advantage 
subscribing to the Havana Charter wnnlTl ‘ i "P utt tnde that their 

necessary Ifreedom to implement a„ J e rffecfrlh*^ allowed the 

Committee, therefore, suggest that the FiVal V^ their own tariff policy. Mv 

sideration to the feasibUity of recommend due con‘- 

desirability of postponing a definite Ston ™ the • of India the 

one year. ^ b e mre aecision on the issue for a period of about 


oral evidence and clarify the points or'Tssur mjsld i^'i: mem^rndtm*"’''"' 
\ 

Yours faithfully. 

A. C. RAMALINGAM. 

Secretary. 


Secretary and Adviser to the Madras Chamber of Commerce» 

Madras 

PART II 


Question No. 89. — Yes. Tiie basic purpose and objective uxiderlying the 
■cliarter are soundly conceived. The most likely criticism to be encountered 
is that in pi-actice the measures do not go far enough. The answer to such a 
criticism is that it is better to proceed slowly in the desired direction than to be 
halted or turned back because the pace is too fast. The question, therefort, is 
whether the direction is the right one. The object of the General Agreement 
on Tariffs and Trade is an attempt to restore a system of world tride which can 
«m)v flourish when free from the shackles of monetary exchange restrictions. 
The document amply recognises that these restrictions must cciitirtue and 
must act in restraint of international trade. The end, i.e. Free*er Tmde, may 
not be capable of immediate achievement, or even within the foreseeable future, 
but the direction is ijndoui)t(?diy right. 


90, 91 uml 92.— Ves. The charter goes ) erhaps even too far in 
tlic provision of devices whereby the signatories may take any action that 
appears desirable to them in their own interests. There is nothing in 
3 of the Final Act which is likely either to encourage or to impede the flow ol 
forei^m capital, or to prevent India from determining her own policy as to its 
employment. The flow of foreign capital into India will be influenced more 

directly by political developnients in India. 


Qiiestioufi Nox. 93 (lud 94- — ^es. 
Question No. 95. — No. 


Question No. 96. — Yes. 

QurMion No. 98.— No comments. 


Question No. 90. — ^es. 

Question \o. KM) (n) and 
comparatively unimportant . 
effect of these concessions. 


(1,) The concessions granted and received appear 

Comments can only be offered after studying the 


Qut stioii So. lOl. — Aes. 

Question No. \02- -No. 

Question No. 103.-I have no information. 

Question No 104. — "Ses. 

The southern India Ohamher of Commerce, Madras. 

r.£"Sr;: sir, 

you the views of the Chamber on the same. 

L tbflt the Fiscal Commission is charged w.tli the duty 

The Chamber n ■ noliev of the Government of India with regard 

of examining the wodnii^ 1^ ^ make reconimendaticns ns to 

to the protection to protection to and 

the future policy wh^^ Oie hulnstries 

...i.tance of Chamber further notes that the Com- 

which may be protected or a.. . machinery’ required to 

mission is advocate and also on any other n.otter having 

implementation of this pohey. 



for foiiTiulating a fiscal policy appropriate to tlic prc 
country needs lU) stressing. The (loverninoit 'jf 1 

. . *■ « .1 « • ^ i • 1 . 1 !^ 


That, there is need 

dav conditions of the nw .-•i/n .- jo.iiq. - 

had recognised this when they announced their industrial policy in 104S. 


sent' 

ndia 


In this connection, the Chamber w'ould like to place before the. ( ommission 
a matter which has a vital bearing on the question of laying down an appropriate 
fiscal policy. It is the subject cf taxation of Industry in India which has a close 
bearing and effect upon ajiy scheme of rapid industrialization. Tlie present 
tax structure, it is felt, very heavily presses on the industries o* the country 
with tile result that it has robbed all incentive to start new industries. What is 
inore undesirable is that the level of direct taxation is so liigh, in fact it is 
higlier than in U. S. A.. Canada, Australia and other advanced countries, that 
no savings could be effected with the result that capital for new l)u.sinc.s.s onler- 
prises cannot be found inside the country. Therefore the existing tax stiucture 
has to be examined closely witli a view to relating it to the needs of an infant 
industrial economy like ours ?<- that its incidence need not pr«»vent iulciiuate 
profit margins and also new capital being formed from savings. 


Another question to which 'the Chamber would like to refer in this connec- 
tion is witli regard to the participation of foreign capital in the country's indus- 
trial progi'ainme. No doulit the Oovernment of India have referred to tliis 
•(jiiestioi: of participation of foreign capital in the develojiment of our country’s 
industries but it is felt that the Fiscal Commission should go into tlie i]uestion 
thoroughly and after a close examination of the same should make suitable re- 
•commendations. It is no doubt true that the country requires enormous ca))itul 
resources for developing her industrial potential and that therefore there is 
^eab need for inviting foieign capital as our capital resources i.re not snfiicient 
for establishing all the indns(ries that our country needs. The ‘lovernment 
liave stated that there will he no discrimination of any sort again.st foreign 
•capital and that no restricHon.s would be placed in their wav of making leason- 
i\b\e profits and on remittance of such profits abi-oad am] that in the event of 
■compulsory acquisition of the foreign ent-erprises compensation will be paid 
on a fair ami equitable basis. Whenever foreign capital collaborates and works 
m partnership with Indian capital and management, it may he treated in tlie 
same manner as Indian capita). If on the other hand if foreign capital, where 
•ownership and management are not in Indian hands are to he admitted info 
the country and give the same favourable treatment as is given to national and 

The Panff Board winch eN.unmed the claims of certain indr^tri-s for protec- 
tion have raised tins very issue. They observe,! that -‘I’rim,, f,„ir it would 

Xn^Tl ‘I"'*' Indian Government should pav aiibsidv to a con. 

«ern the ma^r portion of the capital of which is held by nationals of other 

Kon^vV' Ihat “it is also a matter of considera- 

tion by Government whether as a condition precedent to a u-aiit of s! hs^v 

4§7s,:':,i 

=s - i i £ 

ca]>ital in the development of the country’s industries. loreign 

to “POrtapt than foreign capital is technical help from foreign countries 

foreign l:^hnioal'persom::i. X stiw''br:ilotdtotrk 

io allow foreign technic.'il personnel to he advise Go^ ernmenfc 

trictions as to period of tS vqs. 
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Keplifs to the questions as far as possible are given below: — 

« 

PART I 
Skctiox A(i) 

1. The last report of the Indian Fiscal Comm’.ssion was iji K*22. Since 
then many cliangoj liave taken place both on the political and on the economic 
fronts. First we have won political fieedom which has given us coiitrol over our 
own matters so that we can frame an economic policy consistent w'ith interna* 
tional obligations, best suited to our interests. The period after 192*2 had wit- 
nessed miav u)>hea\als in the economic situation of the world wluch lias 
naturally affected our country. During these years though our countn* remained 
mainly ".n agricultural one there were some clianges in the industrial field f-nd 
nuiny industries were established during this period. The recent world war 
lias demonstrated that it is dangerous for countries to depend for essential 
supplies on otlier countries. Therefore there is necessity to develop industries 
tliat are necessary for our defence and essential civil supplies. Indian shippingr 
h:iiikiug and insurance businesses have recently come up and deserve active help. 
There Is need for raising the standard of living of the country which can he 
done fuiIy by increasing both agricultural and industrial production, iheiefore 
there is a necessity for a Fiscal Commission to determine how the objectives 
could be acliieved by a suitable policy so that we can rapidly promote the indus- 
triali/.atioii of th.> country and raise the standard of life of our people. 

■-* It mav be broadlv stated that so far as the agi'icultural situation of the 
country is concerned theie has not been anyr marked progress Pw-duction 
had remained at the same level and if at all has gone up only to a small f xter.t 
which is not appreciable. With i-egard to production of commerc>:d crops .lue 
to Die need for producing more food crops tiiere has been a fall in the aercag© 
(,t cotton. |ute. oil seeds etc. With regard to consumption .)f agriciiltunil com- 
modities there lias been an increase in the demand due to increase in population 
as well as due to denjand of industries for raw materials like sugar-cane, jutc,. 
cotto.,. oiL.eeds e‘c, With regard to international trade in agneu tural com- 
modities during the Nwar years lias been a decline in the export of rnw materials 
and an increase in the export of semi-manufactured or manufactured. Previous- 
Iv we had more than (50 per cent, of import of manufactured poods whereas 
\ve exported onlv about 30 jier cent, of manufactured articles. But now ns lias 
been stated before the sitnaticn has altered but then this may ne a temporaiy 
trend due to the uar and tlie after effects of war. 

3 The cnrfailment of acreage of commercial crops may affect those iruhis- 
Iries wlncli .lepend on IhesM crops for their workim.; (sugarcane, cothm. oil seeds 
.•ic I 'i'herefore. there is need to produce siifficiently raw materials that arc 
ne«s.i,iv for n.n- iiulustrie,.. We should be able to provide raw materials fm 

,dl our iiidiislries as otherwise we may not be able ^ 

Foi- instanee if we do not have adequate stocks of cotton or jute we may not be 
!Se m umbilab, oiir hold in the foreign wb-e tbe^e .nods are sent. 

Also we should be able to meet the demand in.side the count.y. 

4 Our -nwiculture must be improved so that we may be able to attain seif- 

,V • in fnnd -\ko we shouhl be able to produce crops tlm have go(Ml 
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(5) The policy of discriiuiiiatiug protection laid down by the i-’ibcul Com- 
mission of 1922 was inadequate to the needs of the country, llie conditions 
h.i.l down under the triple formula were unduly stringent and could not give 
eftect to a policy of industrialisation. The policy of discriininuting protection 
was so haltuig and so slow tliai in spite of our country possessing great natural 
advantages such as abundance of raw materials, supply of cheap labour, ade- 
quate source of power, etc., we did not proceed rapidly on the path of indus- 
trialisation. It did not meet the requirements of an industrially under develop- 
ed country like India. If we have adopted a bold policy of protection without 
unduly tying ourselves to the triple fonnula laid down by them wc could have 
achieved a good mea.snre of industrialisation. While iron and steel, cotton 
texiiles, sugar, paper, magnesium'chloride, artificial silk industries, etc., receiv- 
ed i)rotection at various stages many of these industries did not benefit directly 
from protectuai. In some case.s where the Tariff Board recommend i-rolectiou 
the (hwernment rejected the Board’s proposal as in cement, heavy chemicals, 
glass, woollen industry, etc. further tlie ineth(Al of granting urotectioii was so 
diiatoi’y and slow tliat it created many obstacles in the way of the industry 
applying for protection. Many of the industries were prevented from develop- 
ing owing to this state of affairs. The glass industry, heavy cheniicals and 
several other industfic.s could not be developed due to this policy of tliscriminat- 
ing protection. An applicant industry had to prove that it possessed natural 
advantages. It had to prove also that it was not likely to develop at all without 
the help of protection. But as has been stated before no doubt certain indus- 
tries benefited by prt)tection like cotton, sugar and iron and steel. 

(6) Our industrial duvclupment very much falls short of our essential require- 
ments Our industrial structure is very weak and the absence of many indus- 
tries shows as unbalanced economy which is largely dependem on agriculture. 
W e should have essential defence industries as it would not be prudent on our 
part to rely on foreign countries for our defence. Certain basic and kev mdus- 

Ptc^ Xh-hf steel, ship-building, heavy machinery like automohiles 

etc., electiic equipments, li^ovy chemical industries and other essential imiiis- 
es needed for our < efence requirements are necessary. Other essential imlu.- 
tuts leijuired for civilian purposes are cotton and woollen textiles silk and sill- 
.nanufacturev,, ,ea, n.oto,- vehicles, ,.|aa» in.iustn h" wt 

mns ;dso grea ly develop sh banking and insurance services The 

\olume of production needed is great in all sections tlian has iiitlierto been 

countiT. Many of thp rwv k. i. , 7® really a pioblem for oiir 

and Government should'find it possible' to ^ sec sources 
materials so that the emvtli of nm- imports of such law 

present requiroment of coal can be supplied' from effected. Our- 

regard to power we are still verv L fmmtnlT with 

be eheiply harnessed and the Government should ^*”?*'*^‘*i 
they have in view. Shortage TtSica^ ^ the v.n iou,s proiect. 

been a serious handicap in the development of trained personnel has 

maustrial bias in education must be given as^ recommlnd^d^T^' . mv 

mission of 1922. It is not possible for the 

industries on a" large scale unless it has a trninpd imtiate and carry on 

manaae these industrial concerns ThereS thC'^^^^ 

gett>.g techn.oal .s.i.tauc., f,o„, foreign ThVK;;:„rt u^: 
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also establish the needed higher techriieal institutions and must train techui- 
* , — I in India has not been high compared to other 

■cotmtries. This nmy be partly due to want of education on the part of the 
l;tl)ourf r and also up-to-date machinery. 

(7) In an agricultural country like ours it is but natural that cottage and 
siiiali >cale industries should have found a place in the economy of the country. 
Among the subsidiary occupation of the agi-iculturists are hand spinning; and 
wcaviiig, beedi-making. Hour grinding, rice pounding, basketmaking etc. Steps 
must be taken to protect and develop the cottage and small s»aile industries. 
The small scale and cottage industries must be closely relateil to agriculture 
as the agricultui'ist uho do not have a busy time throughout the year may be 
Aide to earn his subsidiary ircome through these industries. Tlic cottage and 
small scale industries should supplement one another and not compete. For 
instance small power loom factories are eclipsing the handloom wecver, and 
other cottage industries like til,e-making. furnitur'e making etc., meet with 
competition from factories. If different designs suited to the demands of the 
market could be made by the individual worker, there is no rcas<*n wliy the 
.small scale cottage industries should be eclipsed by big industries. Since 
•cottage and small scale industries are an integral part of our economy they are 
not likely to be seriously adected by the development of large s(!ale industiies. 
They can co-oj)erate with one another and enrich production, 

f8) Both small scale and cottage industries will have to play a signiticant 
role in the economic development of our country not only now but also in the 
long run due to our country having a predominantly agi-icultural ettonoiny. 

Section A(ii) 

(bl Many cottage industries can l)e developed such as paddy liusking, oil 
])r(*ssing. gur-rnaking. bee-keeping, bidi-niaking, pottery, glassware, tiles and 
brick-inaki ig. carpentry, rope-making, dairy-farming, coir and bamboo-matting 
etc. .\s supplementary to the large scale industries we can have workshops for 
motor i)arts, tape-making, bcljbin-making. machine-made br-iss, cop)>cr and 
aluminiumware parts, watch manufacture, furniture etc. The following small 
scale and cottage industries may be developed as independent units of pro- 
duction like shoe-making, toy-making, cutlery, fruit products, ivory carving, 
toib tle products, confectionary products, dye making, button innmifacture etc.. ^ 

•etc. 

(10) Our artware sucli as handmade woodworks, brass artwares, ivory haucty 
works, enamelwai-cs, cotton and silk embroidery, coir and Joir products are 

suitable for export purposes. 

fll) Protection to large scale industries do not seem to have seriously .HTcctYl 

small scale and cottage industries. There may be f ® 

industry may Imve to depend or products of a protected in.lus r> foi usf: as 
raw material Here some povisions must be made to safeguarl th. u.terots 

of such small scale industries. 

fl2) Our cottage industries have deteriorated due to want of encouragement 
irmn iJovernment^ Thev must be supplied with adequate finance m 
need to carry on their operations. Technical skill also must be pro^ded for 
them The mo.sr important form of assistance that could be rendered > 
taT is to organise these iinlnstries. and give publicity to then- prod-.ichs the e- 
h' aeatine good nnn'kets for their goods. These industries can snry.ve by vir^i e 

tl ei ■ Viuiety uliere thev .-an make indivi.lnal designs winch ma.v not be possl- 
•hie hy large scale indnstriss whieh will produce only on a large se-le part.enlar 

.t \ pes. 
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ilSi There is a great scope for the products ol small scale and cottage mdus- 
triei ti hnd in foreigi. countries if they are given pnito y 

■and help. W instance our haudloom textiles, ivory iiiid > ici ai waic 

will find good markets in loreign countries. 


Section B 


I^ohr.y of Di^’oriniinaiiiuj Vrofcctioii and ifx Apidicatiouti since 




(U| MII.I (lo) The KsenI Co..,.nissi<in nl li«l-22 stilted th.it thouj;l, liuliii "Ms 
an agricultural country it possessed great advantages such as abundaiu.v ol iiiw 
materials, ample supply of cheap labour and adequate sources of power to enable 
the countiT to develop he- industries. Yet they recommended a pol.cy of .l.»- 
criminating protection. They applied a triple formula for an industry nv iich 


criminating protection. They applied « — — 

sought protection viz., that it must be one possessing natural advantages such us 
an alumdant supply of raw material, cdieap power, a suflicjent sup])ly of laboui 
and a large home market; next that it must aisr) be one which without llie help 
of protection either is not likely to develop at all or is not Ukely to develop so 
rapidly as is desirable in the interests of tlie country and finally it must he 
proved that the industiw will eventually be able to face world compelitiou x.ilii- 
out protection. It has already been said before how tliis policy of dis<Timinaling 
pioleclioh did not promote the growth of Indian industries. The minority in 
their dissenting minute stated that the main recommendation has been hedged 
in many conditions and p-ovisos which wer(« calculated to impair its utility. 
The Tariff Board almost religiously applied tlie triple formula when iuvestigat> 
ing the qualification of the each industry applying for protection. J he result 
was that the counti’v did not benefit mucli by tliis policy of i rotecti«>n. The 
method adopted for granting piotection also left much to be desired. Without 
directly applying for protection to tlic Tariff lioard, Industries hud to submit 
their cases to the Commerce Department wliich decided fii*st wherlier ] r)tectIo'n 
to that industry was necessary Therefore, the machinery, procedure and for- 
malities connected with the implementation of the policy t)f discriminating 
pmtetrti'.'n also left mueli to be desired. Though according to the ri»comnien.'Ja- 
tions of the Fiscal Commission the Tariff Board \\as to be a pevmanent body, 
different Tariff Boards were separately constituted for eacli ( iiquirv, and thus 
the most important recommendation of the Fiscal Commission riz . to consti- 
tute a permanent Tariff Board was ignored. Again the powers and the func- 
tions of the Board were not defined in a statutory manner. In tlie ease 
sugar, woollen, glas.s and match industries the (lovernnieiit did not accept the 
lariff Board’s recommendations. The Board could investigate only cases of 
those industries which were referred to it by Government. Tlie Firs./al Cum- 
mission s recommendation th&i the Government should V'*blish the rt suits of 
tlie enquiries was also not observed. 

(16) Tlie laying down of the three conditions by the Fiscal Commission of 
1922 for qualifying for protection were unduly rigorous. Therefore, it will not 
be to the interests of the country to adhere to these conditions for gi-ant u'^ of 
protection to any industry. Both Japan and United Kingdom Iiavo cotton 
textile industries but they do not have the mw materials for these industr'es 
in their own country. Again rubber goods are manufactured in U. S. A. though 
the raw material has to be imported into the country. In spite of want of raw 
materials these countries have developed these industries in their own country 
The stoot mterpeWion of these conditions had resulted in denying assistance 

Thrnohv’^la^l") ^ that would have developed had they been granted protection. 
The polioy laid down allowed existing industries to develop but it did not rto- 
tect industnes that would have grown had they been given nroteotion The,-,, 
fore, a inore liberal policy has to be pursued il grantb^proret o “ We hav^ 
liefore the country a great plan for industrialisaHon and ^Government in tlZ 
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iudustviiil policy ha.e stated as their objective the promotion of iodustriar 
activity. Tlierefore there is need for a policy of rapid industrialisation. Most 
advanced countries like United Kingdom, Germany, France, U. S. A., Australia 
and Canada have achieved their industrialisation by only resorting to protection. 

(17) 'I'be Fiscal Conimission of 1922 recommended the following supplemen- 
tary measures for the protectior, of and assistance to industries; — 

{!) Industrial bias in primary education and training of apprentices, giving 
facilities for cliea]) transport and taking appropriate measures against dumping. 
With regard to giving an industrial bias in education we have an.^wered the 
question in answer to question No. G. There is need for giving technical train- 
ing to a large number of our labour. With regard to the railway rates policy 
it was found that the railway rates were so framed as to encourage the 
traffic to and from the ports at the expense of internal traffic. They 
ivcoiiuiituded that internal traffic should l)e encouraged. Some conces- 
sions after great agitation have now been made on this question of railway rate' 
policy and recentlv telescopic rates have been made available on coiiti?U3ance 
lines! It 4 to be' hoped that the recently coustituled Railway Rates Tribunal 
^'ill look into any anomaly in the present rate structure and evolve a policy 
suitable for the growing needs of the country in regard to her industrial pro- 
gramme. Besides these the Government can give other assistance io induslries- 
by j)ioviding finance, scientific research and other help. 

(18) (a) The (lualitications laid down for the grant of protection led to halting, 
and negligible help to industries. 

(b) The Central Assemblv accepted the principle of discriminating lirutection/ 
siihjcct t(. the following i|Uii'liHcations that in the applicatioi of the principle of 
protection regard must be had for the fiuaucial needs of the country mid to the- 
tlien dependence of India on export import and excise duties for a large V>\vi 
of their revenue, 'tlie result was that as India depended upon a mseiuie tariff 
at that time for finding her revenue it led to weakening of the case of protec- 
tion aiivl the measure of assistance given to industries because of the fear that 
the revenue of tlie Goveinment would suffer. It must be borne in mind that 
the tiscai |)olicv is intended to give protection to industries and revenue con- 
sideration.s shoiild not fonu the criterion for gianting assistance to industries 
Kow of course a great reliance is placed on direct taxes and excise duties and 
what the state loses bv wav of customs revenues will be made up by increase- 
in the Incometaxes from ii'.duslries protected. The commission itself observed.. 
1 IriT MKlu'itrial developinent increast?s national wealth and therefore, will in- 
I.ii i.s.. tlie tasiililt i-esourees of tiu' country anil bring incrense.1 revenue to the- 
state Therefore undue iinpoitance should not be given to revenue consrlera- 
tions of the Governmeut, when giving of protection to particular industries la 

to b'i decideci. 

,1-1, Durin- the war with the cessation of imports many new indiistrie.^ 
M.-,.. established in India. The Government assured industries which stared 
during the uar tliat they would be protected if and when uecessary pmv.ded 
thov were organised on sound lines. Soon after the 

industrial polity in 1945 an interim Tariff Board was const^ited for « ^ 

two years to investigate into claims of protection or assistance to " ^ ^ T 
indiishics The terms and conditions for the grant of protection were that the 
inflii^lrv is established and eonducted <.n sound business lines that hajing reg 
to the natural and economic advantages enjoyed by the industr>' and >ts actnar 
1 Lf it is likelv uithin a reasonable time to develop stiffieiently to 
lie 'ible to carry on successfullv without protection or state assistance or that 
it is an industry to which it is desirable in the national interests to giant pr - 
IvcGn'i or ...ssiniauce iiuil the prnhnhlc cost for such protection or uss.stuliee fo 
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the eou.u,nit. is net e^essive WJn.e 

SoTpo^S conditions .nust not be strictly into., nv.ed, 

(20) This policy of 1945 is being fahly implemented by the lanff Ho.nd. 

Section C 

Rfvicw of the Facts of Font Tariff Polic,, 

(21) to (27) The concerned industries may be requested to iuruish the stntis- 
tical data required. 

(28) It cannot be said that tlu revenue tariffs imposed in the past have had 
any appreciable effects on the growth and development of oui iiu us ii.s am o 
the course oi our export and import trade. Ibe liscal policy ot 
the Government of India up to 1023 remained largely free trade 
in its orientation and the revenue of the Government was the dominu- 
ti;)g consideration in deciding upon the rates of tariff to he levied. 
In the case of the sugar industry it should he noted that though imported sugar 
has been subject to' a high revenue duty even before the sugar industry bccaine 
a protected industry in 1932. the industry dT<l not develop as a result ot the 
'Revenue duty. The rate of revenue duty on sugar was 5 per cent. aJ valorem 
from 1894 to 1915 and grmiually rose to‘25 per cent, ad valorem in 1022. The 
ad valorem rate became almost 50 per cent from 1925 to 1930. In 1030 the 
specific duty worked out to an ad valorem rate of 120 per cent. The sugar indus- 
try enjoyed the ad\antagc of these high rates of specific revenue, duty for all 
these years and yet did not de\elop on account of the revenue duties. 

(29) Due to denial of protection to many iuunstries that might have grown 
if they were given the assistance by the state we have to import a number of 
commodities we could have manufactured and we have to export raw materials 
that could have been utilised in the country itself if the relevant industries 
had developed inside the country. 


Section D 


Import Control Policy 

(31) During the war yeai-s and in 1946 to 1949 changes have taken place in 
the pattern of our foreign trade. In 1039 to 1045 India exporiod a greater per- 
centage of manufactured goods while she imported less of manufactured goods 
than before. On th« other hand she has imported raw materials to a greater 
extent. A change in the direction of trade also was noticeable in that aftei^ 1945 ; 
ri percentage of trade took place witli nonempire countries particularly 

(32) During the war years the Government had to control imiiorts due to the 
necessity for conservation of dollar and other hard cuirencv resources and also 
due to want of shipping space. But in 1947 due to the availability of forei-n 
exchange a change was_ made in the import policy. The result has been that 
in the previous period vtz.. 1939-45 our imports were limited to essential articles 

latter period we had imported many luxurious items The es 

a signmoant change in the oountrys. ^nomy It a e ult of 
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(33) These chan^^cs in our import and export trade during the war yeare- 
c-oiild not be said to have affected the premises on which the recommendations 
of the Indian Fiscal Coinmission of 1922 were based. 

(34) It may be necessary for the Government to grant tax concessions for 
iiih.i.t industries and for industries that can be started in the country at least 
for few years till liey are well established. Provincial taxation niust not 
hamper the growth of industries and there must be a uniform policy with regard, 
to taxation of industries. Othei fiscal measures would be grant of protection. 
The non-fiscal measures needed to promote our industries would be supply of 
industrial raw materials, lechnicaT personnel etc. 

(35) appropriate tariff policy wotild be one which would develop such 
of tl.nse industries which liave naturid advantages ami also those industries 
which arc desirable iu our national interests. 

(36) The objectives of the tariff policy in the short period should be to grant 
protection to such of those industries which are likely to develop withm a short 
period and thereby reduce our dependence on foreign supplies. 

i3T! Yes. There should he an unqualified pronouncement that the fiscal 
policy best suited for India is protection. 

(38) As has been stated before the principles and for regulati^ 

the ‘'rant of protection or assistance sliould be such as to enable t^e comity 
to develop the industric:s that are necessary in our national interests and 
those that can be developed within the country. 

(39) Special .consideration or priority should be given to 

are esintil for our defence. Such other industries which can be developed 

soon should also be given preference. 

(10) Protectior. st.oul.l be considerea if necessary before on 

is established as otherwise indr.stries wh,ch ean be established n.th aavf,nta„e 

ruav not come up. 

Of ;,ivin.‘T,roteetlf In c'rfain cases subsidies naay have to be S've- b b; 
ot tne lorai i , sv«,tom of pool prices as an instrument of pio- 

doors that i required. Ti.e normal method of course should be tout of pro. 
fci-rion rhrough import duties. 

(42) Dumping has ;kH.^eil^by the Fiscal Cojnnussio^n 

mission recommended j |s the lew 'of on import duty, 

lotion. Tl.e only safeguard uow agamst <1>'' 1^"? eoimtries in the 

What is needed is legislation to prevent dump.ng by loreign 

Indiiin market. 

*. .. f —. .. •«' '"£"4 s ' 

—S' .«« — s* 

:oS?r^ may h^'tot'srted’for safeguarding the 'domestic consumer against 
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criticiil shortages and lor ccnserving domestic supply of mw materials for 
ucili/.aliou lor home industries. 

(44) Established industries, in order to maintain their exports, may have to 
he assisted by giving tax reliefs say by taxing the profits of the export trade. 
Th<" Export Promotion Committee has also recommended this method. 

(45) Tlie present method adopted by the Tariff Board in fixing the foianturn 
of protection by the method of comparing the fair selling prices of tne domestic 
products with the landed cost of f^ie imported products seems to he the right 
procedure. This, while protecting the industry, would also protect the ci^nsu* 
mer by fixing tlie rate of protection at the minimum level. 

(46) As far as possible variations in duties to meet variations in impurt costs 
n.ay be necessary. 

|47) A sjiecific duty is preferable to an ad valorem duty which is easy to 
administer. But a specific duty has also its disadvantages because when in a 
period of falling prices the specific duty will prove very high. A combination 
of both specific and ad valorem rates may be tried as this may prove equitable. 

(48) Tariff quotas, as far as possible, should be restricted io only one case 
when onv home industries are not able to produce to the extent needed by the 
country. 


(40) Tlie duration of protection should be for such period whicli would afford' 
sufficient time for the establishment of tlie industry on a sound basis. The 
length of t me to he allowed should not he too short. A minimum period' 
should certainly he laid down for giving protection. 


foO) The revenue tariff classification should be so arranged so that all raw 
mat^ria's which have to iniporterl for our industrial development should not 
be snhiected to liigh import duties. Xo nation can have a higli standarl of 
living mile.ss it has learnt to use the available man power and materials for tlie 
ma.ymnm production of wealth. We must industrialise very rapidly and fiscal 
pohcN conceived can be a potent weapon for national plannin^^. Re- 

orientation of the fiscal policy is necessary and our long term fiscal poliev should 

aim at devehiping all our resources so as to enable the country to have all 
indnstrics that we can possess. 


'IJ’en* s no reason for (he 
The incnrsir.n .,f the state in actual 
results. 


‘loverninent to participate in foreign trade, 
tra ling operations would lead to nndesirahlr 


(58) In v ew of the answei to question 52 this question does not arise. 

Section E 

X<n,. fiscal measures for the promotion of Trade and Industry 

to4) TIu. Indian Fiscal Commission of lfl21-2ii snggested several annple- 
mentny meapn-es ns an aid to the tariff policy. Government must also ^"ive 
positive help by making available essential raw materials, cheap fuel and power 

• » 

matei..Us Mheie these are not readily available in the country bv imnortinp- 

^ niachmery by reducing the dutv on the import of these 

S tr^ provision of cheap, adequate and 

quick transport supply of cheap fuel or power and supply of tecbnicalVrsonne 
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answers have alre.idy been give-i. With regard to the supply of hid\istrial 
finance recently the Government have started the Industrial* and Finance 
Corjxnation. it grants advances or guarantees advances against the security 
of tangible assets. Some Provinces also have started these Finance Corporations 
to aid indnstr.'es. What is needed is to extend their activities and to enlarge the 
scope of industrial finance so that industries need not, for want of finance, be 
ban lica])])ed in their growth. 

(oG) and f,”)?) By constituting joint (.’omiuittees of repiesentatives of trade 
and industry and Government Departments concerned it would l)e pos^ibIe to 
secure co-operation between industry and trade: 

Section F 

fisciil (tnlini in relation 1o Commonivealih prejerencen 

(o8) \\ itli the arlvent of imjieriai preference and economic nationalism 
evtrvwhere India has lost the favourable l)alance of trade engaged with her 
noi.-erni)ire customers. She has to fall ba<-k upon the empire countries for a 
favourable balance of trade. The piincip:il commodities to gain by the British 
preterenevs were rice, tea, tobacco and jute manufacturers. Ihe remaining 
ivtic'.os on whicli preferences were granted did not enjoy any substantial in* 
creise. In the case of IJ.K., all her imports gained advantages. India granted 
ur.'hM'ences on raw materials whereas we granted protection to British imports 
whicli have to comiiete with imports of other foreign countries. Popular opinion 
has been against tiie granting of imperial preferences. The Ottawa Agreemenl 

was not well received. 

In fiisc the selieine of imperial preference is eontimiecl the follinviiiL' 
priiM ip'es simnhl he nhserve.l viz., no preferences should be granted on any 
mtiele without the approval of the legislature that no preference he 
wav that will <liminish the protection required by the Iii^dian j,, 

preferences should not involve on hnlance any nppreeinhle econonni loss 

India. 

,,„p „nd (Oil It would not be possible u, analyse the effects of the 
,,,,,,',,,'l lnd received by India ‘and United Kingdom 1 at In 

In.in-Kritish Trade Agreement of 1939 as r”ar°'''sinee tliene are import 

mi:;;; Ins ;;‘i;i.';;S^ intniat .imndysis . . 1 . 

of the ]'iciVi-ences granted. 

,n2, Imperial preference has increased the bunlen imposed upon the eon- 
s„„; .r in eonseqnence of raising the general rate of dntn. 

1 IrviiKt fli-tt the CNDOi't <if lion-pi'cfelTeii 

(03) regards exports there .s Lse of preferred articles 

articles increased l)y a Jm- greater ^ U t], j. countries. There has 

both in the case of the endc.l Kingdom aa n^^' U.dled Kingdom both . in the 
l„,ri. a relatively greater P Rut it is stated that a veiy 

cases preferred as well as non-empire countries to the 

“Sf 



(05) The whole question should "t-ountr'es in respeet nl 

ill reduce cm bargaining strength ^Mth orne 
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items that may be needed from them. Therefore, they should be continued 
only to the extent that they do not seriously affect our trade with other non. 
empire countries. 


Section G 

Treatment and obligations of protected and assisted Industries 

(66) Industries that received protection and assistance from Government 
certainly owe a special obligation to the rest of the community as regards the 
manner m which they render their services. They should be able to achieve 
good progress and be able to offer substantial results. Their prices must 
^udually come down so os to benefit the consumer who voluntarily submits for 
the burden of protection in the earlier years of the industries grow’tli. With 
regard to wages and conditions of labour there are various acts of the Central 
Legislature like the Factories Act. the Minimum Wages Act, State Employers 
Insurance Act etc., that already protect the labourers. They should no doubt 
^lop. technological improvements in order to achieve progress in the develop, 
ment of the industries. They should contribute to research and to technologi- 
cal aids in production. Tliey must be willing to take and train apprentices. 

on It!] protected industry should not charge monopoly pi-ices and embark 
Their If in respect of production or of distribution, 

sumer^ve ^h^^° burden to the con- 

to lay down any conditions regarding the 
financial stineture of the industries receiving protection. 

Standards Institution which has started functioning may he 
usktd to lay down standards. It is not necessary for the Government to start 
an organisation for laying down standards in respect of various commodities!^ 

industries shoiiH render mav be left to the 
Tariff Board who may make recommendations on the matter. ' 

Section H 

Orjanisafion, methods and procedure 

the'^LStmr^f^qilr^ S" m^“ ,:^se ™t':^r o" 

acceptance of „ comprehensive policy as regards fi"^^„l teasurt „‘;d ’^rfi^^at 

-Sir'SA SiSs:- 

■lslf3S-S2«Si-= 

(75), (76) and (77) Please refer to answers above 

17MofC. 
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conipetcut aud important organization or Tariff Board which should enquire 
into the condition of industries and recommend whether protection should or 
should not be extended to them etc. They said, tliat the Board must be one 
which will command the confidence of the Country and must be above suspicion 
of being subservient to any particular interest. They wanted the Board to be 
a permanent body. Tlie Tariff Board should be a statutory body also. 

^79) The Tariff Board should have powers to undertake investigations on its 
own initiative and should have power to review the progress of protection of 
industries from time to time. The Fiscal Commission of 1922 in para. 306 of 
their Kepcrt have given tlie appropriate functions to be performed by the Tariff 
Board. In addition the Tariff Board may suggest measures for the attraction 
of cujuta! on fair and equitable terms of industry, to watch the progress of 
industries that have been granted protection, to consider the effects of the pre- 
ferential and the other trade agreements on the trade and Industries of the 
country to study the effects of industrial policy on national income to recommend 
programmes of research and technical development to be undertaken by Govern- 
ment for assisting industries etc. 


(80) Please refer answer to (piestion 79. 

(81) It may be necessary for the Government to assist the Tariff Board by 
giving them the helj) of technical organizations who would be able to advise 
tiie Tariff Board on technical subjects. 

(82) and (83) The Tariff Board should also be able on its own initiative to 
invfstit:ate the qnest’on of granting protection to industries that are essential 

to our national economy. 

(81) The application for protection should be made direct to the Tariff 
Boai'il. 

I8-.1 Bv ■.pnlvir," direct to tlie Tonft Board intich delay would be reduced 
and fill thJr tlR- TaHff Board if eulareed would more expeditiously complete its 

investigations soon. 

■ pTi Tile Tariff Board's recommeiidatioiis should iioimally he accepted hy 

tiuveiiimt;.! ml :m|)lemeiited by it. 

,sS, The TarilT Hoard should he piiicetl oil a statutory 
.shoul I lay down the eompositioii and functions of the Tariff Board. 

dars' aii 8!) -Do voii approve the basic purpose of objectives unilerlymg 
(,'IH Tninlovnient*^ The basic purpose of tJie 

the Havana T'liarter on Irai jn nrticdo one of tlie 

Havana f'liirter oil .i' ‘ ' '’„7 the higher st.iiidards of liviug full mn- 

Miitie whicii aims at the att.imme , -Po these objectives it 

liloMiient and evoiioniic piogress ,estfictions therein. In short, it 

aims at developing world trade J It’will be seen from the reiidmg of 

evants to liiicrali/e concerned with removal of 

naiiiv pr.,-.i.sions of the S'"" n rl,, , with measures to develop the tindci- 
lestrictions on World Trade, the W orl 1 are placed on a 

developed c, untries. Un.ess 'anois economies the under-developed 

:rl.t;;So'l,S:-ii.e to the principle of tree trade winch ts atmed 

at m the Hat ana Chat e provisions and safegnurds do"'" 

oarsfnm IWl.-Do you t and reconstruction of backward 

me Charter for f’"j;;;’;“"’are adetimite for the re.piirements of Imha. 

-tLs <irn:rnt‘the;:;Vopo.ils ignored the needs of economieally 
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backward couutries. It was because the Jndiuii Delegation made peivistmit 
efforts, Chapter 3 of the Charter on economic development and recontitruction 
was added to the Charter. This Chapter recognised the view point of the under- 
developed countries such as assisting their industrial and economic development 
etc. It is felt that the provisions containel in that Chapter will not 1)C of 
great as.sistance to these under-developed countries. Any action that might be 
necessary for economic development should be iu accordance witli the general 
principle of liberalisation of World Trade. Furtliei-, if any country wants to 
resort to njeasnres for developing it.s economy, it has to put np its case before 
the International Trade Orgarrisation and its approval may have to be sojight. 
This means that there will be a number of obstacles to be snrnioiintcd l.cf*)re 
we can edopt an economic policy suited to our nee Is. In short if is d<»ul)tf.il 
whether India without referring to the I.T.O., can pursue policies of vigorous 
economic development, if she undertake the obligations of membership of the 


Qucfftion fJl. If not. to what extent, do you think these provisions and 
safeguards fall short of India’s minimum requirements? 

It will be seen from the answer to the above question that tlic provisions 
laid down ni the Charter for the economic development of backward and inrlcr- 
devcloped countries are not adequate. The I.T.O., is not called upon to help 
positively n> respect of developing the under-developed countries. Therefore, 
the iinder-cleveloped country must be free to pursue a policy of economic develop- 
ment. without obtaining prior sanction of the organization, with regard to certain 
action.s (as fur examine levying duties, adopting a protective tariff policies etc.) 
she takes for the development of her economy. 

Que^tuyi 92.— Tn particular, do you consider that the terms and eonditions 

proposed m the Charter for (a) the continued employment of exislin<» foreign 

•capita), and (b) new foreign investment, are broodlv in conforinitv with the 
requirements of Iirlia? 

* 

'Hie Committee not'ee that one of tlie objectives of the Charter is to eneourane 
the International flow of capital. It has to be noted here that it is left to the 
bm-ganiing capacity of the member countries to settle the terms of foreign 
•assistance. So far as the question of foreign investment is concerned tlie Prime 
Minister has already emmeiated the policy of the Government of India which 
states that the existing foreign interests would be free from anv diseriminatorv 
restrictions the facilities for remitting of profits earned in' India would be 
continued c.iKf that if any foreign enterprise was compulsorily acquired !he 
comixuisation wouM he paid on a fair and equitable basis. Tlie provisions of 

r^' 12. is in accordance with the policy laid down 

■D> the Oovernmenfc of India. 


Iu thib coiinection the Chambci-. would like to observe that participation 
of foieijiii capital should be allowed only in those spheres of industry which have 
uot \el been proiierly established ill tliis country and wliich require teclinicul 
hnowledse new not present in tl.e country. It foreign capital is allLed to be 
employed m inlustries which linve already beeu developed by indigenous capital 
mid in industries where indigenous capital is prepared to develop it will can -e 

K-e Therefore foreign capital sliould be 
allowed viierever indigenous capital is not forthcoming. Technical assistuuoo 

u- very .mportaut and shoul,! be allowed very freely fvithout any reXetion 

^asstioa <13.— .\re you iu agreemeut witli the broad lines of the commerci il 
policy as set out in Chapter IV of the Havana Charter? < ommoi-tMl 

ohapto is in fact the most important 

coapter in tl?e Charter as it imposes the obligations of membershin of tlm 

luteruatioual IVade Organisation. The obl gations which a “e? oounl!; 
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have to accept if it becomes a member of the Interaational Trade Organizatiou 
would involve recognition of the principle of most favoured nation treatment, 
redu'jtio’i of tariffs and elimination of preferences, equal treatment between 
domestic goods and foreign goods in respect of internal taxation and regulations, 
general elimination of quantitative restrictions, non-subsidization of exports 
except permissible exports etc. India in the present stage of her economic 
development cannot agree to these broad lines of commercial policy as set oat 
in this Cliapter as it would injure India’s interests. The reasons for taking this 
view would be evident if we examine some of the important provisions of 
chapter IV. 


Article 17 of chapter IV calls upon every member to enter into and carry 
out with members, negotiations directed to the substantial reduction of the 
general levels of tariffs and other charges on imports and exports and to the 
elimination of preferences. There are other commitments which members have 
to observe. From this it will be clear that the Charter provides scopes for 
rnniuvU-s which mav be affected by our imposing revenue customs duties to 


Doli'V best suited to our needs. I'or example n maia puis up a rnyu 

dutv’ on tlie import of a particular article of manufacture the covmtry or 
coulitries whose sales will be thereby affected may approach to the l.T.O. nnd 
comnlain that India’s action in that regard had amounted to 
on Interaational Trade. India may have to espla,r. her case and thereby she 
will lose her economic freedom as she has to explain her position and get the 

if 

export duties should not levied nor increased^ etc^^^^ 

argned that u member country 3S ^^rfoin other clauses (like Article 

revenue duties but as has ^een pom ed out ceria.n^other clause 

13(1), Article 1(4) i„,lia taking Action and the result 

OrganizatK-n who are ,, j^.p^dent ooliev with regard to tariffs, 

will be we may not be follow an ndependen^p^ restrictions though 

Again the Charter stands qu\n« restrictions arc per- 

there are certain exceptions^ arP necessary for the economic develup- 

mitted only if it is established tha ^y a ^ country wants to resort 

ment of the country concerned ^.^""L^conomv it has to put up an elabo- 
to (iuantitali\e restrictions for developing f Tj^js will be curtailing 

ratf case before the International T^rade P _ A^ain with regard to sub- 
"^/hb^rty to impose il permuted bv -- 


3 Impose quantitative restnctions. is permitted by the 

sidies while production subsidy within , certain conditions. A 

ChlS-n. it is' against export -^si y except ^under^ 

controversy m^^y arise whether a subsidy n ^ Woirm products 


arise whether a subsidy g veu .» u k 

::;;;;’;.;';;;'bsidv.' Further in the matter o treatment once 

indigenous products it "“eountrv it should be given vi'!"' 

.TeuT withihffndigenr product. This eTourage’ the 

iEr.s v,. •«* - 
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detrimental to the interests of our Industry? Do your objections relate to Ibe 
ghoi’t or the long period or to both ? 

This has been answered above. 


Question 95. — Do you anticipate any injurious effects on our trade and 
industry on account of our acceptance of the obligations of the Charter (T) in 
the short period, and (ii) in the long run? 

P'lorn what has been said above it is felt that the acceptance of the obligations 
implicit in the Havana Charter would have injurious effects on our trade and 
industiy both in the short period and in the long run. The Committee is no 
doubt aware that there are escape clauses in chapter S under which, under- 
developed countries in the interests of their economic development and re- 
conslructiou can take action. But even then it is felt that these escape clauses 
may not be of much avail in the long run in view of the fact that there are 
other clauses in the Charter which commit the member country to follow the 
objections of free trade administrated in the Charter. As has been said already 
we can follow our economic programme of developing our industries only if we 
have freedom to regulate our fiscal policy and protect our industries. India 
cannot agree to the doctrine of free trade in the present backward stage of her 
industrial economy. If India joins the World Trade Organization it is dpul)t- 
ful whether she can pursue an independent fiscal polic-y best suited to her needs, 
as that policy may come in conflict with certain provisions of the Havana 
Charter, 


Question 96. — On a careful balancing of pros and cons, do you approve of 
India's adherence to the Havana Charter and the consequent participation in 
the proposed International Trade Organisation? 

Since the I.T.O., is not concerned with developing the economy of under- 
developed countries and only aims at liberalization of world trade, membership 
for a country economically situated like us will not be of great advantage. In 
fact as has been stated before there are some disadvantages in joinm«» the 
International Trade Organization. If we weigh carefully the advantages” and 
disadvantages it seems to -the Committee that the balance of argument seems 
to be on the side of India not ratifying the Charter. No doubt as a non-member 
she will not get the indirect benefits of the most-favoured-nation clause, she may 
not get a treatment as favourable as that which is accorded to a member- 

wui^ry. But then bilateral agreements depend upon the bargaining capacity 
of the contracting parties. or. 


Question If not, what would be the broad lines of commercial policy 
that you would advocaW India: and in particular the fiscal measures that 
you would recommend for Government s acceptance? 

We should follow such a line of commercial policy that would facilitate the 

‘Ddustaalization of our country. We should be able to increase 
^ploynierit by fully utilising our natural resources. Commercial policy, there- 
fore, should be considered as an integral part of the economic policy and it should 
be drawn up m accordance with our requirements which as has been stated is 
.fo increase our national wealth by utilising our man power and natural resources 
We should not depend upon foreign trade to a large extent for running our 

possible our internal resources must be developed to meet 
oxa couutry s needs so that our internal economy may be affected only to the 

r eTS Twor cannoTavoid^nfelv 

(JuMfion QS.—If you agree that India should adhere to the Charter and toin 
the Internahonal Trade Organization have you any vieVto „ on “f) 'Z 
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structure and function of the I.T.O.. (b) the procedure laid down for its workin 
and (c) India’s position and status in the I.T.O. ? 



In view of 
India to ratify- 


the Committee’s opin:on that it will not be to the advantage of 
the Charter, the answer to this question does not arise. 


Qucstio.i 99. — Do von agree with the main principles uuderijdng the General 
Agreemeiu c n Tariffs and Trade as laid down in Part 1 and Part II of the 
Agreement;’ If not. please detail your objections under specific heads. 

The general provisions of General Agi-eerneiit on tariffs and trade were 
accepted by the contracting parties of which India was one and it contained 
provisions similar to that embodies to the Havana Charter. Our objections to 
the various provisions of the Havana Charter are also relevant to the General 
Agreement on Tariffs and Trade. 


OucHfitm 100. — Have you any comments to make on — 


fa) the concessions granted by us to other countries in respect of imports 
into lliis country; and (b) the conce.ssion recei.ed by us in respect of our 
c.vport anroad. 


b'roin the perusal of tlie commodities in resp.ct of whicli India ha.s given 
ccmcc^sions the Committee note that these items do not. for the time being, 
compete with our manufacturers and as such there can he no objection to grant 
concessions in respect of tliese items. With regard to the concessions received 
by us in respect of our exports abroad there are two items viz., raw-jnte and 
cotton where a vital change has taken place since tlie partit’on of the country. 
We hare novs become a net importer of these commodities and as such we are 
not in a position to avail of the concessions obtained. 

Qucyfion 101. — On a careful examination of these reciprocal concessions do 
you consider that the provisions of the General Agreement on Tariffs and Trad© 
have been on balance, in the interests of India? If not. to what extent do you 
think tliese provisions have been at fault from India’s point of view? 


In view of the fact that most of these items on which concession^ have been 
granted and obtained are controlled by import and export regulations, it is not 
possible to nssess their benefits to ns. Further, the General Agreement has been 
in or.erati a, for only just a year. Therefore, an.v assessment o gams or oss 
is no'.v not possible. Tt may be that on a balance India has not been -'e'y 
affected on account of these reciprocal concessions. It is so because of the 

articles selected for giving and obtaining eoncessiona. 

Qu€.‘<tinn 102.— Have you any comments to moke on the actual workmg of 
the tariff concessions granted by India to other countries since July 1948. 

l^Acept what ha.s been stated in respect to the above question the Committe© 
have no further information on the subject. 

Ouention 103 -Have you any reasons to think that the prorjions of the 
G'umrd Weement on Tariffs and Trade are not being worked by other ^ntr,,.^ 
in^; countries in the spirit in which they were conceived? If so, please illustra 
your reply with examples drawn from your knowledge or experien . 

The Committee have no information on this point. 

January 1. iQ'*)!? 

rUe: 

countries beyond January 1. 1951. does not aris . 
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While or the subject the Comm'tte:' won’d like to explain the reasons r- r 
having expressed against our acceptance of moinl)ersliip of the [iiterrmtional 
Trade Organization. Today’s India ’.s need is for a speedy industrialisation of 
her economy so as to raise our standard of living. Tliis can bo done only by 
our pursuing a vigorous economic policy best suited to oiir needs. Most of the 
advanced industrial nations today owe tbeir present position partiv to historical 
accidence jio doubt but mostly to tbeir protectionists’ policy whicli lluy liav<‘ 
followed all these years. Therefore, we cannot subscribe to India agreeing io 
liberalising international trade by not adopting a protective policy etc. By 
subscribing to the Charter’s principles she will have to siirrciider her riglils 
to pursue j)o!icies whicli will be best suited to her economy, fn sjiit,. of the 
many Vseape clauses contained in chapter 3 we may not he able to follow an 
inde])endeiit line of our own in view of tlie other articles of the Chapter, pro\ 'ding 
for liberalization of international trade. 

The Hindustan Chamber of Commerce, Madras. 

Section- A(l) 

Qucsfioii \'o. 1. — Since the Fiscal Commission reported in 10-22 various 
changes have occurred in the economic backgi-ound of the country. The cii:;r.ges 
in the economic background call.for a fresh apjiroach to tlie fiscal policy and 
for a reorientation of the same. The main factors that have l)ccn respoi silile 
for the alteration in the economic background of the country are tlu World War 
No. II, the political emancipation of the country ard the top of all, the parti- 
tion of the country. 

Though, the war, in a measure gave some impetus to certain of our indus- 
tries, the industrial development of the country had not been commensurate 
with the natural resources of the country or still falls short of its i eeds. The 
war ex]iosed the great defects in our industrial and economic structure of the 
country. With the cutting off the supplies from the continent on account of 
the war, India was placed in the difficult position in respect of her supplies 
of cajiital machinery and other replacements. The lack of other basic and 
other engineering industries accentuated the difficulties of even established 
industries like textiles, sugar, paper, iron and steel etc. 

The policy of protection pursued by Government helped very little in the 

development of the industries. The counlrv’s econoniv remained mainlv 
agricultmral. 

The World War No. II had made a significant change in the composition and 
• pattern of our foreign trade. Further, the partition of the country 

m 1947 has also vastly affected the economy of the <!ountrv in respect of her 
agricultural and industrial resources. 

become absolutely necessary fon re-viewing our fiscal ijolii-v 
m the context of the changes that have now occurred. 

industrial development that has occurred in the recent 
yeaw have in no measure altered the agricultural economy of the country 
Agricultural production has not kept pace with the increase in the countrV^s 
palliation with the result we find today that India has to depend for her 

Agriculture is still in primitive 
stage. Further there has been progressive fragmentation and sub-di^sion of 

production of food there has been a marked deteriora- 
tion m the situation. In spite of the Grow-mpre- food campaign, food-production 
■vye may say has remained almost stationary since 1943. ^ ^ uction 

The in food production has compelled the country to restrict the 
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gromng of other commercial crops and divert those acreage in which com- 
mereia Crops were raised to the production of food crops. Thus the country's 
agricultural economy is still m a very backward state. In respect of the inter- 
natonal trade in our agricultural commodities the war and partition of the 
oomitry have brought about a change in the pattern of our trade. Before war, 
India s predominant exports were agricultural commodities. Now the trend 
has been reversed and India is now exporting more of semi-manufactured or 
processed or manufactured goods. On account of the partition, India which 

once exporting raw cotton and jute has now become the largest importer 
of these two commodities from Pakistan. 


Question No. 3. — The changes stated above in our agricultural situation 
will in a large measure influence the industrial progress of the country. The 
need to make the country self-sufficient in food will naturally affect the further 
expansion of production of other commercial crops and industrial raw materials. 
The interest of the country requires that equal attention and importance should 
be paid io the task of making the country self-sufficient in food, and the task 
of securing the essential supplies of raw materials for our industries and keep- 
ing a high level of exports of those staple commodities. The heavy imports of 
food from abroad, are a heavy drain on our valuable foreign exchange resources. 
Tlie foreign exchange which we save by attaining self-sufficiency in food, and 
those which we may earn by maintaining a high level of export of those staple 
commodities will greatly help the country in purchasing essential capital 
machinery etc. which will advance the industrialisation of the country. 

Qumilnn No. 4. — The basic improvements in our agriculture that are 
urgently necessary for any policy of intensifying industrialisation are the attain- 
iiienf of self-sufficiency in our foad production which would save us a great 
deal of foreign exchange and the development of production of other crops that 
command an export market and earn us foreign exchange. The agriculturists 
should be educated and given all help for adopting improved methods to in- 
cie.'isf the average yield per acre. I^clamation of waste lands and intensive 
cultivation of existing acreage should be taken immediately on hand. This 
reclaimed lands can be utilised for the growing of commercial crops. 


Quenfions No. 5 and 6.— The policy of discriminating protection recommend- 
ed by the Fiscal Commission proved ineffective, tardy, and hardly adequate to 
meet the requirements of an undeveloped country like India. Though it is true 
that n few industries like Iron and steel, cotton textiles were granted protection 
the development had been very slow, hardly sufficient for country like India. 
The fact that only ‘»ight industries received protection during the course _ot 
20 vears and were developed is sufficient proof of the inadequacy and uusui^ 
ability and halting nature of this policy. It should be observed that 
was more responsible for the development of industries than the pohey of 

protection. 

Durini' the World War No. H even those established industries were put to 

and traSence' orfStel Tc«ds indu^lles 

developed during the period. 

No. 7.-In the full 

industries have a big part to bv'^ide and their development coordi- 
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full employment to the millions of Indians. For achieving full employment 
these industries have to be encouraged and developed. 

Agriculture in India is not always a whole time occupation. The agricul- 
turist in order to supplement his income derived from the land has to pursue 
some other subsidiary occupation. The development of such industries us 
smithy, carpentary, weaving, dairy and poultry farming et-c. will doubtless 
add to the income of the agriculturists. Further promotion of cottage indus- 
tries and small scale industries will also reduce the pressure on land. 

As already observed small scale and cottage industries should be developed 
side by side with large scale industry. 

Question No. 8. — As already observed small scale and cottage industries 
have a significant roll to play in the economic development of our country in 
the long run and under the present situation. 


Section A (2) 

Question No. 9 (a). — Sericulture, poultry farming, dairy farming, biscuit 
making. 

Question No. 9 (b). — Motor repairing, automobile repairs, bobbin making, 
tiles and bricks manufactures, watch making, hosiery and foundry. 

Question No. 9 (c). — Blanket-making, shoe-making, tiles and bricks, con- 
fectionary, button making, slates. 

Question No. 10. — Many of our products of the cottage industries can com- 
mand an export market. In this respect mention may be made of our art- 
wares, toys, handloom textiles, carpets, brass metalwares, etc. 

^ Question No. 12. — The cottage and small scale industries have been suffer- 
ing for want of adequate supplies of raw materials, technical skill, finance and 
absence of marketing facilities. It may be observed that lack of state assist- 
ance brought about the decadance of cottage industries in India. For develop- 
mg these industries the state should give the artisans better technical educa- 
tional facilities, supply of capital tools, cheap power and raw materials, new 
patterns and designs and at the («p of all finance. Today, there is a complete 
lack of marketing facilities for these products. Further no publioitv is given 
to these products m the foreign markets. We would therefore suggest that the 

u? toeseTorets.'™“"'‘™“°'''’ 


exn2r*„f *° investigate the possibilities for tlia 
export of such of our cottage industries in foreign markets. Whenever India 

enters into ^de agreements with foreign countries, the Government should see 

that products of cottage industries are also included in the list of commodities 


oofjllUN JO 


mg protection were too rigid and strineent ^ ^ 

.1 Si..; 
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The or."Xc‘lion”^‘^ g™"‘ of P«‘ootion. 

h,7h,<S II of P'Ofoction on infant industry basis may be more appropriate for 
industriiilly iidvaneed countnes.biit not for India, Fi.rtlier the policy warbased 

"’“‘‘jof '-‘O''- of the aevelopment of industries inasmuch as 
t e Ti ritf IJoard worked on the bas-s that protection can only be granted for 
those hnes of UKlustry which were onlv cstahhshed in India and not in respect 
of those wh.eli may mutually be interdependent and which are capable of and 
must be developed. This policy resulted in neglect of the development of 

allied blanches of the same industry Further, no protection was granted to. 
new industries. 


The protect on gi*ante(l was only of a safeguarding nature, and gave nothing 
better than a perfunctory assistance. It took no interest in the further develop- 
ment of tlyise industries. During the ) ericd between the two wars wlien there 
\\as dumping and other forms of unfair competition the Indian industries were 
m a lielpless state. In short, it may be stated that policy of dis(;riminating 
protection protected tliose industries in a limited manner in the matter of their 
prest*r\atioii but did nothing in their development. Discriminating protection 
lead to the isolated consideration of each industry without reference to the 
overall industrialisation of the country. Thus it hampered development and 
made it h!i)ihazard. 


Regarding the machinery, procedure and formalities and the implementa- 
tion of the policy of discriminating protect'on several difficulties were observed 
in their operation. The (loveniment were appointing only ad hoc Tariff Hoards. 
Consequently there was no consistency or continuity of policy. Again the 
funct'ons and rower of the Tariff Board were not specifically defined thus 
giving scope for confiiet in the interiiretation of pr’ncipl.s between the (lovern- 
ment and the Board. The procedure that the applicant industry for protection 
should first submit th • application to Commerce Department and th.m that 
Department would forward tlie same to the Tariff Board for considerafon only 
if they were sati.sfied that there is a prima fade case, proved very defect:ve. 
This procedure entailed much delay and valuable loss of time. In coi clus on 
it is to be stated that three conditions whicli the industry has to satisfy for 
obtaining protection have to be dispensed with, and a more comprehensive and 
forward policy without restrictive conditions which hamper the growth of 
industries which would promote industrial expans’on has to he enunciated. 

Quedion No. 17. — The supplemental^- measures recommended by the Fi^al 
Commission related to technical education, railways rates, and measures against 
dumping. But none of these measures were seriously taken note of by the 
Government and never implemented. It is tlie view of our Committee that 
these above measures should also be implementtd and that specific measures 
should be taken by the Government for safeguarding our industnes against 


dumping. 

Quediou No. 18.-The Tariff of Government of India has been primarily a 
revenue tariff, and the Government were placing increasing r^^'fnee on the 
revenue tariff for their budgetarv requirements. The Chamber feels that uhl 
Tusto^ duties mnv be contrinued to provide substantial part^of he Ooveniment 
revenue thev should not be levied purely on revenue considerations as against 
fiscal and industrial needs of the country. In short i^vemie ^ 

the Government should not be allowed to overnde fiscal ^ 

framing of the future fiscal policy emphasis should laid more 
interests of the country than on pure revenue considerations of the Governme 
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has to be observed in view of the uncertain conditions the estiiiuite oi the 'I'Mrif! 
Board in this connection will only be purely u guess work. It is not, possible 
for the Board to assess what the competitive capacity of the particular i:i(liistry 
will be in the future as it depends upon other conditions. 'Ihe condition 2(b) 
is a definite improvement. A wider interpretation of the term national interest 
has to be made and it should not be confined to those industries whieli are of 
importance from the strategic or defence poijit of view. 


Skctiox (' 

Question hus. 2H and 29. — Tlie revenue tariff of the )*ast have not appie- 
ciably affected the general growth of develojiinent of our industries <)!• of tlio 
export or import trade. The revenue tariff thougli they h.ruuMi an imp, riant 
item of income to the (lovernment failed to have any din-et or indirect in- 
fluence on the industries and the e.xpansion of our foreiau traile. 

Skctiox D 

Question No. 31. — lu the periods during 1939-15 and 19-lf) anri 1949 a strik- 
ing change has occurred in the composition and directir.ii of our foreign trade. 
The traditional paiteiT of our trade has been reversed. The World War No. If. 
and partition of the country in 1947 were the chief factors resi>on.>il)le for these 
changes in the international trade. The share of our exports of manufactures 
in comparison to ic^riciUtural commodities increased. On the Import sub* India 
was importing less of manufactured goods. In short, it may be said n this 
period that India exported more of mr.nuractured goods than of acricultural 
commodities and imported less of finished goods, thus altering the pre-war 

.9"® d-sturbing fa-.tor noticed in the foreign trade during 
1946 49 IS tlie ecntmiied aflverse balance that the country is haviiu' 

T ,9"^'''^'"" account of the emergency conditions created hv war 

India had to res.rt to various controls on h r imports and export.s. Our im- 
port policy has been mainly governed hy th.- avadability of foreign exchange 
and by the need for conservation of the same. The working of ’ the control 
system has adversely affected our external trade. The import and export 

rptr M to the general economic policy with the 

result that neither it has helped the industrialisation of the eonntrv nor the 
foreign trade. ' 

conditions to nsscss 

tim le ative importance of fiscal and non-fi.scal measures. The needs of the 

bf combhmd non-fiscal measures have to 

be combined juaiciousiy, to protect and develop our industries. 

Quesfio,, No. 35.~-As stated previously the traditional pattern of our trade 
haa undergone a change. With the increasing development of our cmllitrv fc 

An^arnmnWat^ changed patt-*rn in the composition of our tr^le^ 

above^Srb expansion of external trade mi the 

to ffirpmLtion~^' «->' P^'-.v united 
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Qicestion No. 38. — As indicated previously these three restrictive formulae 
for the grant of protection have to be scraped. Even if raw materials for an 
industry are not available in this country, and have to be procured elsewhere, 
if there is sufficient scope, for the development of those industrie.s they 
have to be granted protection. The primary condition in granting protection 
to an industry ought to be whether the industry is important to the national 
interest. The burden of protection should not fall unduly heavy on the com- 
munity. 


Question No. 1(). — Yes. 

Question No, -II. — The measures that are commonly adopted for protecting 
industry are (1) protective import duty, (2) bounty or subsidy and quantitative 
restrictions of imports. 


Tariffs are by far the most widely used measiures for protection. Further 
they also form an important source of revenue to thp Government. Subsidies 
■ or bounties have come to play an important part in the expansion of industries. 
Bounties may take the form of direct financial assistance or may be in the form 
of rem'ssion of taxes and other concession in freight etc. Subsidies are also 
granted for encouraging exports. While tariffs are a source of revenue to Govern- 
ment, subsidies have to come out of the revenues of Government and to that 
extei.t mean a depletion of the revenue of the Government. Payment of 
bounties by a country like India whose sources of Government revenue are not 
large, may not be possffile to any large extent. So, whenever, the Tariff Board 
considers that production bounty is the best method to develop an industry. 
It should be granted concession in the shape of exemption or reduction of 
import duty, freight has also been granted. Quantitative restrictions are the 
most potent instrument for protecting an industry against the onslaught of 
foreit^n competition. Quantitative restrictions regulate the supply of 
products and assure a market for the home product. In conclusion, it should 
bo left to the Tariff Board to determine which are the suitable methods, for 

protecting an industry. 


Question No. 43. — As a general proposition export duties are not desirable 
However they may be resorted to in exceptional circumstances for purposes of 
protection of home industries. Export control may be levied in respect of such 
of the consumer goods as are in short supply. In regard to domestic 
raw materials for industries it is necessary to ban exports whenever they are 

in short supply. 


Question No. 44.— The established industry may be given subsidies, tax 
reliefs, and freight reliefs to maintain its exports. 


Question No. ,>1.-The fiscal policy should be comprehensive in s«ope and 
should be integrated with the larger economic polic.y of the country. Its object 
should be to assist and encourage a rapid industrialisation of the country ^ 
Mies? extent possible. The fiscal policy should in short by .ts appr^m te 
tariff measures and other methods of direct assistance, protect our ind istiies 
from competition and assist their development and promote a balanced 

^d coCehensive development. Further it should be ite 

exports and imports along the altered course of trade noticed during t 

p^iod and to diversity the same and to make it flow into new markets. 

Question No. 52.-The Chamber fr strongly of the ^t"°L“te to 

o fnr the Government or quasi-Govemmenf organisations to partioipate m 

th^Wivn trade- e th”r in the short period or in the long run <or thieving to 
the foreign tratee^ner Initiative and efficiency which are very 

objectives of tte l^cal of trade will be lacking in state trade. Further want 
:r~l «;eSr and skm » the part of state 

make impossible the realisation of to mam objectives of the Fiscal Foiioy 
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Section H 

Question Noi^. 72— 77.— We consider that the existing administrative organi- 
sation will be too inadequate to carry out a comprehensive policy is regards 
fiscal and non-fiscal measures. The fiscfhl and commercial and industrial as- 
pects of every proposal will demand a most careful scrutiny and will involve 
elaborate technical enquiries. For performing this task of such a great magni- 
tude a statutory and permanent Tariff Board will only be a competent body. 
So the scope and functions of the present Tariff Board have to be enlarged to 
a great extent, its personnel strengthened and suitable organisational changes 
made for the purpose. 

As regards the suggestion of setting up one comprehensive organisation 
partaking of the nature of trade and industrial planning commission, we w’ould 
suggest that while the task of planning may be entrusted to such a commission, 
if and when a body is deemed necessary the implementation of the fiscal policy 
may be left to the Tariff Board. As organisation composing of different sections 
relating to technical and specialised investigations in respect of industry and' 
trade and comniei'ce. accounts and statistics should be attached to the Tatiff 
Board to assist them in their enquiries. 

Questioyi No. 79. — ^We suggest that the Tariff Board should be a ])ormanent 
statutory body. The statutory position for the Tariff Board will add to its 
prestige and stand'ng. Further a permanent body will also ensure permanency 
and continuity of policy. Begarding the composition and qualifications of 
members of the Board we are of opinion that the members sho\ild be men of 
ability, integi*ity and impartiality, other desirable qualifications being know- 
ledge of economics, and practical acquaintance with the business affairs. 
Atleast two thirds of members should be from public life. 

Question No. 79. — The Tariff Board should have sufficiently wide powers 
80 as to enable it to undertake investigation on its own account and even 
review the progress of protection of industries from time to time. The Tai'iff 
Board should amongst others have the following functions ; — 

(1) To investigate the claims for protection of industries and to recom- 

mend the necessary protection and besides subsidies, bounties, 
quantitative restrictions and also duration of these measures. 

(2) To recommend the measures necessary for protecting industries from 

dumping and other forms of unfair competition. 

fS) To suggest measures for encouraging the establishment or develop- 
ment of new industries and other ancillary and subsidiary lines of 
production. 

f4) To enquire into the effect of protective duties and other measures of 
assistance 

(51 To recommend ways and means for securing supplies of raw materials 
and technical knowledge, personnel, etc. 

(6) To watch the progress of the industries which have obtained protec- 

tlOD. 

(7) To undertake studies of ad vaU>rem and specific duties and Tariff 

valuations. 

(8) To investigate the working of fiscal policy and generally of industries. 

(9) To consider Me and other agreements and their effect on Indian indus- 

tries and trade. 

To watch the movement of foreign capital. 
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Qiiet^tion No. 80.— While the fuuetious that have now been entrusted to 
the Tariff Board may deemed to be sufficient for the limited purposes for 
^hich they are constituted they do not cover the range of functions which a 
statutorily permanent Taritf Board iniu' have to perform for the implementation 
of the country’s fiscal policy. The changes that have to be made in the func- 
tions of the Tariff Board have been indicated in the replies to the previous 
'luestions. 

Qui'xtioH Nos. 82 aud 83. — We are of the view that the present procedure 
mubt.be liberalised. The Tariff Board besides considering the applications for 
protection from industries must have also the necessary pow’ers to enquire 
into such industries which are of importance to the national economy and 
deserve to be developed. 

Qiiesiion Nos. 8d, 85 and 80. — The procedure that an industry claiming 
protection should forward its application first to the Government is very defec- 
tive. It has only caused vexatious delay. Therefore it is our view that the 
Tariff Board should be authorised to receive applications for protection direct 
from industries and to initiate enquiries suo motto. This procedure will elimi- 
nate much of the delay that has hitherto been experienced by the industries 


Question No. 87.— Inasmuch as the Tariff Board makes recommendations 
^•nlv after due elaborate and extensive enquiries its recommendations should 
normally be accepted by the Government. 


Question No. 88.— The Tariff Board must be jilaced on a statutory basis. 
The statute should lay down the composition and function of the Tariff Board. 
In the interest of riexibility and to enable modifications being made to suit 
the changing conditions it is desiral)le not to include general principles govern- 
ing tariff policy in the statut- constituthig the Tariff Board. 


The Indian Chamber of Commerce, Tuticorin. 

PART ] 

Skctiox a 

Question 1 — Various factors have affected the ecoi ouiic structure of the 
countrv since the Fiscal Commission rep)rted in lt)22 necessitating a fmula- 
mentai change in the approach to the problems with which the 
Commission is concerned. Till the attainment of Independence the po htica 
subieetion of the country prevented the pursuance of any pohey in national 
‘interests tuwar Is economic development. During the period, our mam industries 
such as cotton textiles, jute manufactures, paper, sugar, pain s. cement. 
n.Mtehe^ etc. developed. The i-olicy hitherto followed by the alien 

nicnl s-iH-ihcing .\at ot;al intere-sts has to be revised m many mstances to 
tl.e i-ouiiements of the country. The liartiTion of the country as 1 akistan 
and Indian Dominion has also much t* do with the economic 
The overninent has to consider all these factors, and set up fresh ^ 

b ins ri .r "d agricMltnral development and pave the way for mined ^ 
indnsti:.disation wiib adcpiate protective measures for the iiidusti.es fi.c 

I'orei'^n competition. 

The t ^ 

1,1-::;!!:::, X, .u . ... « e..,, i.e 

„Hcl ind,U-.it„11.v tl>e pmd.ictio,, of cotton nncl jnte. Oilseeds 
•same fate. 

:i.-Until eve attnin selt-surticiencv in food, acreage and production 
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•of agricultural products used as raw materials for industrial production will 
continue to be restricted. The lieav\ cost of imports of food from foreign 
countries is a drain on oiu* resources whicii could be better utilised by importing 
equipment for the development of our industries. Hence, a well-laid-oul plan 
would be necessary regarding crop production satisfying the requirements of 
internal consumption as well os industrial uses. 

I k 3 1_ average yield per acre of all agricultural products should 

be improved by apply.ng latest methods of mechanical jdoughing. potential 
manures, etc. Waste lands should be brought under the plough to raise food 
or commercial crops. Farmers should he helped hv wav of loans and other 
facilit:es. The living standards of the agriculturist should he raised. The 
•country s rich and valuable mineral resources should he e.xploited on .a sc^Mitific 
and well-chalke:l out basis as in most advanced countries. 

(/aesf/oa — It eininot he said that llie country has jiftaiiied aiiv satisfactorv 

fnXT since the Indian Fiscal Commission reported 

m 19.2, as the protection offered was not fully adequate to meet the requirements 
■of a country backward m industrial development and alwavs subject to 
c.\rdo tation by Its erstwhile rulers. The few industries which ha, I .levcioped 

m.n be counted on one s huger ’s ends. They are iron and steel cotton te\ti es 
sugar, paper, magnesium chloride, etc. 

QiifNtton 6.— Hany of our industries have just begun to raise their Ii.mwIc 
vpen** f ^ exploitation and the effective support of the (loveniment in all 

Sst eompS. ' 

(a) The following industries ought to be pn.moU-d:— Iron i steel 

Uesi les, eousu.ue, s’ goods industries, such ns cotton teNtiles, sngnr 
matches, bicycles, toilets, etc. also should be ,,roiti„ted. 

(h) Government should facilitate the expai sion of ih. .. w 

lit .l n.t l ^ f '’"d also secure oro-,<-h 

<...p.t,.l iiinchiiiery re<|nned by them from foreign coinitiies; " 

(c) and (d) Xo remarks to oiler 

- 

fuel in tbe infeCs "nlrbe “f,' 

Transport difficulties from coMieries m "the ' I 
should be eliminated by Government acthin JC'**'*’’."' 
projects nbsorb ng several crores of ^ various Biver 

can be expected to supply the requirerpoTer." ^ 


necessity- to "lenT"aY man^ ’ stnlntsts 

knowledge. ^ ^ «nd for practi|»i 
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Qutsiion 7. — (a) Small-scale and cottage industries though flourished at 
one time fell into evil days and were not able to withstand the competition of 
cheap imported factory presets from the U.K. All the while they form an 
essential part of our rural economy. 

(b) The agriculturist has for his subsidiary occupation hand-spinnings 
weaving, flour grinding, etc. So agriculture is not in any way affected by the 
promotion of these small-scale and cottage industries. 

Question 8. — Small-scale and cottage industries have a significant role to 
play in the economic development of our country. Co-operation between these 
and large-scale industries will be mutually beneficial. Those of the cottage 
industries’ production which do not compete with the productions of the 
large-scale could be made to serve the needs of the local areas. 

Section A (ii) 

Question 9. — Small-scale and cottage industries to be developed as subsi- 
diar\ to agriculture: Sheep breeding, poultry farming, dairy farmings 
sericulture, fruit cultivation, gardening, hand pounding of rice, flour, etc., 
p.ahn jaggery, cane jaggery making, cotton ginning, spinning, dhall milling, 
etc., korai mats, palm leaf basket making, etc. 

(b) as supplementary to large-scale industries: Machine-made brass, copper 
and aluminium ware, tiles and bricks, hosiery, manufacture of soap, aerated 
waters, drinks, ice, etc., dyeing and bleaching, dairy products, tanneries, etc. 

(c) Tile following can be developed as independent units of production: Oil 
pressing bv country chekkns, shoe and ehappal making, carpentary and country 
cart manufacture, pottery, tiles and bricks, beedi manufacture, fish-cunng, 
hook-binding, confectionery, manufactures from tobacco such as snuff, chewing 
tobacco, etc., button manufacture, copper and brass ware manufacture. 


Question 10.— The cottage industries specially suited for export 
are detailed here under: Carved and inlaid woodwork artwares including wooden 

toys, brass artwares, ivoiy carvings, gold and silver f "if"’ 

ard Silk embroidery lac and lac products, coir and coir products, korai mat. 

serving as beaspreads. 

Ovr^finn 11 — Protertion to large-scale industries not- 
knowledee affected smaU-soale and cottage industriefl. ^jhould supply of raw 
“aTrequired Tor the latter he short Government should come to the rescue 

forthwith. 

OumHci 12.— The handicaps from .vhieh small-scale STid cottage industries 
;rma,,y. Absence of money faeilities marketing f-'' 

L™;f. r.i. -SJS-pitf ?mST.“ 51 

mdustnes. recommended by 

the^c"sion fully implemented between 192S-1939. The policy of 
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frotectioD was slow and ineffective. During this fairly long period only 

got established with the help of protection. ^ Even inVe case of 
^ It cannot be said to be as all-embracing and with 

Sec^n^v r be found in the recommeLation for 

IK' Sire iS ~.s's.t‘!iS3r= 

lt;tnce1nVa“> --“‘her impossible ^ 

■ theC^mmiUnl^^^^^ conditions laid down bv 

« the conditions retr^ t^^t^on 

assignee to ^■ind^^sWes"as'’re“mSde“Tr[hr Cm 

steps in the rieht direction but thrmetn j r Commission were no doubt 
satisfactory. ' P"* ““c “cthod of implementation was not 

of prindpk'“of ^rltf "PPPeation 

consideration as against the ti^caf needs oT «gard for 

re-orientate the policy altogether to suit thi® r.f ‘’ounti^. Free India eon 

interests of the industries concerned. ' needs and in the best 

«-e^thmg possible to fm^nt le‘‘poHcv““^^'- d‘^' <l““c 

^ protective tariff, they have proU'th? .tpS “T ’ gtnlS 

Section C.-flarieir. of the effecU of poet Tariff policy. 

No remarks to offer. 

(jueetione 31 and 32._No remarks to offer. 

to both of them advisable ^ between 

<JevelopmenTTwet‘‘''"‘“ oi'TntZerri 

fT^ZHS-r Crtf otn 

<icvelopmeht of our cPun^ “'““’“k ,the 

% 
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(^uestiOH No. 36. — The objectives of Tariff policy in the short period should 
be tu increase production to the maximum extent to protect and develop the 
industries which had come into existence and to develop and assist those 
industries commanding export market. These objectives if carried out judi- 
ciously v;iU relieve the present heavy financial strain imposed on the country 
by abnormal importr of foodstuffs and capital goods and machinei*y. 

Question No. 37.— We agree with the view that there should be an un- 
qualified pronouncement that the fiscal policy best suited for India is protection. 

Question No. 38.-Eegaxding the conditions for regiUating the 
protection or assistance, it must first be seen whether the mdus^ ■ 

Lm the point of view of national interest and is really m need of protection. 
S^n “ sL^d be gauged whether such industry if granted protection would 
command a good hL! market or Foreign m^ket. The ““^itions sho^d be 
Uberally admListered and should not be felt irksome or unduly stringent by the 

industries applying for protection. 

Question No. 39.-In the appUcation of the formula or principles of protec- 
tiou. the industries may be classified as foUows: — 

(a) Defence industries which out to play an important part in Free 

India. 

(b) Basic or key industries for expansion of production agricultural and 

industrial. 

Cussfion No. 40.-We agme with 
before the establishment "infant hidustry” 

ate under consideration. _ f countenanced by. the erstwhile ahen 

Zt— f™-’.' w.— "< 

«.-i. - .rs„-s; Sst 

V; SEES 

exterual trade should be ^ .^hen necessary. 

freight facilities could be i. • nf in favour of Government 

c, tn^cfpal in foreign tmde in the she. 

"period or in the long rum^ ^ Govemmen^ shou^ 

c “Vrr— r'a^Lterlals for the Industry 

and in th^' long P® 
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plant and machinery, cheap fuel and power, cheap, adequate and quick trans- 
port for the movement of raw and semi-processed materials and their finished 
products, technical persomiel of different grades, supply of technical information 
about industrial methods and processes and supply of industrial finance and 
all the requisite facilities for the industrial development. Industrial raw 
material in short supply could be arranged to be supplied by allowing unres- 
tricted imports of the same. Government should assist in the procurement 
of capital goods required by industries by effecting purchases in the U.K. and 
U.S.A. of their own accord, or through the medium of our Trade Commissioners. 
The recommendations of the Coalfields Committee should be implemented in 
right earnest and Government should take immediate steps to step up produc- 
tion and improve the transport of coal from the production centres to the various 
industrial points of absorption. 

The establishment of the ^dustrial Finance Corporation and that Act itself 
are steps taken in the right direction and ample power is given to see that the 
mdustries and business do not suffer for want of finance at any stage 


Question Nos. 56 and 57.— For providing the facilities enumerated in 
Question No. 55, close co-operation between the industry and trade and Gov- 
ernm^t is essential. For attaining this object we would suggest the formation 
of a Cental Organisation in which the representatives of the trade and com- 
merc^nd industry and the representatives of the Commerce and Industries 
Departoent will teke part. This Body will serve as the important link between 
the mdustnes a^ tile Government, lie Government must review the com- 
position of this Body from time to time in the light of exneriencft aiiine/i 
% to get in the best brains in the country in the^field 0 “^“:; eWust^*! 


bZCTlON \S 

existing Indian Factories Act 1934 and other Central and Provinoial 

Koteeterindmh^^ adequate safeguards for the interests of labour 

in protected industries and as such no special legislation is necessary, 

mti™ ‘1“' ■ P™‘«®*®d industries should discharge their obli- 

Si 

Question No. 67.-^There is no harm in the combination of the different units 

industiy. as thereby internal competition ^11 he 
rmmmised ^d the mdustry could withstand Foreign competition as the 
resources of these units could be pooled in times of necSy 

is better to leave the matter to the Tariff Board tn 

Qucsrion No 69.— The Indian Standards Bistitution which has started 

Question No.^76. — The opbligationa need not be eTnKndi«x<i ;« 
statutes dealing, xritl,.,.protecte,d or.assistl^ fd'duqSite. "JlhVsame mkv'brieft 

on- V .. c’ 
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to be prescribed by the tariff-making machinery on an ad hoc basis, in each 
individual case of an industry asking for protection or assistance. 

Qjtesfion No. 71. — A special wing of the tariff-making machinery itself may 
be entrusted with the responsibility of seeing that the obligations of protected 
and assisted industries are duly discharged. 


Section H 


Organisation, methods and procedure 

Question No 72. — The existing administrative organisations will not be 
adequate to deal with the problems of implementation that may arise out of 
Government’s acceptance of a comprehensive policy as regards (i) fiscal 
measures and (ii) non-fiscal measures. 

Question Nos. 73 fo 78. — As regards the suggestion that a comprehensive 
organisation of the nature of a Trade and Industrial Planning Commission sub* 
divided into suitable branches to deal with planning and execution of various 
measures, relating to tariffs and other fiscal and non-fiscal measures, be set 
up, my Chamber is of the view that the function of planning alone may be 
entrusted to the afore-snid Commission \Vheu such a' b6dy is found necessary. 
The implementation of the fiscal policy should only be entrusted with statutory 
Tariff Board. It would no doubt be advantageous if a series of specialised 
organisations dealing with particular subjects are also brought about. But all 
should function only under the statutory Tariff Board. 

The Tariff Board should bo a permanent and statutory body with well-defined 
functions and powers and consisting of men of high ability, iut-egrity ^ and 
impartiality. There will be consistency and continuity of policy only if a 
permanent Board is brought into being. 


Q-ucstion No'. 79.— The functions of the proposed pennanent Board should 
embody the recommendations of the India Fiscal Commission 1922 and also the 
functions assigned to the reconstituted Tariff Boards of 1945 and 1947 as they 
are improvements in the light of experienced gained over a long penod. 

Question No. 80.— The implementation of our county’s bng-term fiscal 
policy could be expected only through a permanent Tariff Board. 

Question No. 81.— My chamber would suggest for instituting a technical 
organisation to assist the Board in its work. 

Question Nos. 82 and 83 —The Board must have powers 
enquire into the cases of such industries contributing to the well-being 
country and deserve to be protected or encouraged. 

Question Nos. 84 and 85.-Application for ^Xuf pr^^ediurS 

hf made the permanent Board alone of t make it 

Rubmispion to Government for its prior "PP™™’^ "m^dition within a mini- 
n Iioiiit to notify their decisions on the Bo thoroughly ois- 

mlim period, as every aspect *'’® Tpe* Body of standing 

...issed by tlie Board itself-which would he a ren 

and leaponsibility. present pro- 

Qncsihn No. 8R.-An ■"'P'''’*’®"’!"* through var.ous departments 

cediire of the application for vexatfous delay in investigation and 

of Government, as such a cou ' ^ entertained hy the Boar 

report. Applications should he allowed 

^^t^stion NO. 

;rasr to'So the same in the interests of the country. 
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QueiUon, No* 88. — (a) The Tariff Board must be placed on a statutory basis. 

..Si- P”'*"'-'’ to modification according to the 

S ‘‘ advisable or expedient 

be Ibllowed^n governing tarifi policy, the general procedure to 

fiLs of nrltpct T -V “c enforcement of the obliga- 

tions of protected industries, in the statute itself. The possible risk of rigiihtT 

slStr^ ^beLlfolliZtfy 

Andhra Chamber of Commerce, Madras— 1. 

resJui^ces ■!vaiSlp'^‘'T‘^*-' """ =*S'’iculturaI country and in spite of the vast 
escuices .callable industries are not well developed. Owini? to excessive nres 

Lhl agriculture is veiy low and iifdus- 

a diversion If rJndus labour 

...= .1 rn? sisF £.,“ s Sirs 

S'. r'iisiirVSr -'i 

t" s di. tiiSrrsii •£ tV'-7r 

aii agricultural country and nmre tlian 70 ner r-pnf ”^7*^ that India is still 

on agriculture for earning their livelihood R behot depend 

country to take stock of rha df.iafSrx j hehovts the Government of the 

all round industrial development. oi'mulate a bold fiscal policy for an 

rnent tm“t"fclo7:.'“Tt S— 

history of the country It was no Ipc * a new era in the political 

view Political freedom brought about ““"“"‘to of 

sphere. The days of White Hall dictatinir tl ^ freedom in the economic 
gone wlien a fully representative GovttmL!!® ^‘=o«omic policies of India had 
It is imperative tliat the Government should «sUbh^hed nt the Centre, 
m the past and modify it with a view ^ ‘‘«vjew the fiscal policy followed 
merit of the country. ^ the rapid industrial develop- 

resulted in the 'XLcLn^of °the "coLtre 11“ blessing. It 

whieh was funciamentallv against th^^? Union and Pakistan 

effects of division are reo si^S^nt Th^ r“/ ooonomio 

oereal.d from h to 3 million tolTs peT year Aile pT ^ 

nulhon tons Eignty per cent o/thp^nn^ i *• ^^histan gained a surplus of 1 

while the area which rame to her sUre m Union 

wheat only 60 per cent. Undivided India hud Ih® ''"der 

tr rS P“ ‘he world predltio^ •“ 

per cent deficit of the requirements^ of ^kI ^*^*8ion resulted in 76 

Again. India undivided wa^ ^l^nextt Union. 

cotton; but after partition the I^dSn Uninn^K Production of raw 

extent of lOJ lakS bales annX It h n^d^® ^ to thi 

must be t^en to-nudte the Indian^ Union self sSa* ^ imgent steps 

ments of fcwdgrains and agricufeal JaVfa'S * *5 

will pley a large part in achieving success in ^ ® fiscal policy 

*.ol :«fN, '•• ••••• ■■.■ 
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The pattern of the foreign trade of India has also undergone a change on 
account of the partition and the creation of the two dominions. Export trade 
in raw jute and cotton which occupied a very important place was lost. Secondly, 
during the period our imports of finished goods and exports of raw raateriaJs 
declined while exports of semi-processed goods and manufactured goods had 
gone up. It will be in the interests of the country to adopt a suitable fiscal 
policy to promote the foreign trade on the lines of its altered course. 

It will be clear from the above that the economic background of India had 
altered since the Fiscal Commission reported in 1922 and that it necessitates 
a fundamental change in the approach to the problem with which the present 
Commission is concerned. 


2. (a) The changes in the agricultural situation of India since 1922 in res- 
pect of production can be noted as under: Between 1922 and 1939 production 
of foodffrains considerably declined. Kice output recorded a decrease of about 
10 per cent. Production of millets also declined while wheat production was 
almost stationary. The production of cereals since 1939 has been further 
dtteriorating. India has been depending on imports of foodgrains to the extent 
of 2 t.) millions tons per year. • 


The yield of crops per acre in India is very poor compared to the conditions 
obtaining in other countries and it is necessary to increase the yield by scientific 
methods of cultivation, and application of chemicals and manures to the soil. 
Th * Government of India are determined to make the country self-sutncient in 
re^'ard to its food requirements by 1951. Land reclamation schemes to in- 
crease production bv extensive methods are undertaken and intensive methods 
of cultivation bv sinking tube wells, developing minor imgation work etc «e 
ah-^o taken up in earnest. It may be hoped that India will succeed m attain- 
ing self-sufficiency in foodgrains. 

Among the non-food crops, jute, cotton, sugarcane, oilseeds and tobacco 
mav be mentioned. The area under non-food crops ^^s restncted by he 
Central and Provincial Governments for some time with a view 
lands available for production of foodgrains. Attempts m this ” 

seem to have achieved the desired object but on the other hand resulted in 
los ■ to the cultivator who was forced to divert lands from the more paying com- 
mercial cmprte food crops, and also in shortage of n^cultural raw materials 
™ • A in^lustries Recentlv the Government of India have taken steps 

the area -d- -d' c.tto- 

righr'tocton Ind » carbe hoped tLt the present policy would go a long way 
in® promoting the cultivation of commercial crops. 

(b) Consumption ^ ataos^ all fa^as^becn “tocasing at 

only not kept p^e with production of foodgrains and demand 

down. cecondlv due to war time increase m the money 

has thus been ^^^^^J’^gtomed to eat millets in the past have made 

incomes some people ^ ^ ^ demand for them has increased. 

■The demand for sugarcane has also gone up during 

iEc^ISrpTriS' TmUnce haa already been made to the need for increasing 
the acreage under cash crops. 

,.,xrrr f.' s 
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raw jute and cotton. Apart from this, 50 per cent, of the export trade of India 
in oilseeds particularly groundnuts was replaced by trade in oils — a change 
which give impetus to the growth of the oil industry in India and as such is 
desirable. But trade in linseed and groundnut suffered a setback recently on 
account of competition from Australia, South and East Africa which have begun 
growing these commodities. Prices of commodities in India are in general quite 
out of parity with world prices and os such the competitive power of India has 
been largely crippled. 


The above are the principal changes that took place in our agricultural situa- 
tion in respect of (a) production (b) consumption and (c) international trade in 
agricultural commodities. 

3. The consumption of cotton by all the mills in India is estimated at about 
41i lakhs bales a year. But the Indian Union produces only 31 lakhs bales 
and for the balance depend on supply from foreign countries. The consumption 
of raw jute by the jute mills in India is estimated at about 60 lakhs bales per 
year, and production in the Indian Union is about 20 lakhs bales and for the 
balance our industry depends on supplies from Pakistan. It must be clear from 
the data that in regard to these two principal raw materials India depends on 
external sources of supply and to the extent that such supplies will not be 
re^mlnrly coming industrial progress will be handicapped. Secondly, the deve- 
lopment of industries will also depend on the availability of raw material at 
reasonable prices. It is a well known fact that prices of raw materials includ- 
ing agricultural raw materials in India are very high and that they partly 
account for the high costs of manufacture. Again, high cost of foodgrains is 
another contributory cause for the increase in the cost of production and of 
wage bills. Industrial progress will depend on a suitable wage and cost struo- 
tuj*e besides other requisites. 


The extent to which the pace of industrialisation in India is being affected by 
the changes in the agricultural situation can be gauged from the above. 

4. Indian agrmulture must be developed on sound lines so as to promote any 
policy of intensified industrialisation. Acreage under jute and cotton must be 
increased with a view to make India self-sufficient in these Wo principal cora- 
modities. Improved varieties of cash crops which supply raw material to the 
industries must be ^wn. Indian agriculture also needs improvements in regard 
to yield per acre which is at present very poor. There should be proper plan- 
ning between cash crops and food crops so that the production of agricultural 
raw materials required by the industries will not suffer. Development cf irriga- 

the° GoXnmen^t receive due attention from 


(b) It is a well known fact that under foreign regime India could not follow 
a national policy of nMmg and develop local mineral industries. Our minerals 
wer. largely exported to foreign countries and helped the development of min^S 

important minerals and of these mention 
TOay bo made of coal, manganese, mica, titanium, magnesite, bauxite refrac- 
tones, asbestos, gypsum, barytes, monazite, gold, copper, lead zinc tin 

Government have alreX 

Industrial development was very limited in the aarl-p xv 

'All tiS 

of i«,n and ateel. paper, glaas^anrsoap^^ 
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But- the development of industries in India was very much handicapped on 
account of the unhelpful attitude of the foreign government which was interested 
mere m the U. K. manufacturers getting more raw materials from India and 
returning large markets here for their finished goods. The policy of discriminate 
mg protection evolved by the Government of India in 1923 was very halting 
and meagre to promote an all round industrial development. It is on accoimt 
of the limited scope for protection that several industries like chemicals could 
not be developed. India was nearly as unprepared on the eve of the second 
world war us she was at the time of the first world war and she was faced with 
inevitable difficulties arising out of the war time conditions. The weakness of 
our industrial structure was seriously exposed and our deficiency in chemicals 
caused severe handicaps even to well established industries like textiles, paper,, 
sugar and leather. The vast opportunities opened before India could' not be 
fully exploited while Canada and Australia made very rapid strides duriiig war' 
time. The result is that India still remains an agricultural country with a- 
population ol 35 crores of which nearly 70 per cent, depend on agriculture for 
their living and only 2 to 3 per cent, are employed in large scale industries, and 
industrial employment in all industries being about 10 per cent. There has- 
not been considerable diversion of employment from agriculture to the indus- 
trial sector which is vitally necessary to secure a balanced economy with a view 
to create maximum employment and raise the standard of living of the people. 

0 Industrial development in India has not proceeded on sound lines. We 
have not developed any key and basic industries, without which industrial pro- 
gress cannot be achieved. Industries reached their peak levels of productioa 
during war but they could not be sustained later on. The following industries 
must be established to promote on all round development: — 


Arms, .-Ammunitions and Defence industries; Basic industries; power, 
electricity, mining and metallurgy, iron and steel, coal, manganese and non- 
ferrous metals industries: Engineering industries: machinery of all kinds, machine- 
tools, agricultural machinery, tractors, electrical machinery, prime movers etoj 
Chemical industries : heavy chemicals, fertilisers, dyes, plastics, pharmaceuticals, 
electro-chemicals etc; Transport industries: railway engines and wagons, ship 
building, automobile, aircraft etc; Cement; Consumption goods industries, 
textiles — cotton, silk and wool, glass, leather goods, paper, tobacco, oil, rubber 
goods, sugar, electrical goods and soap. 

7. Small scale and cottage industries occupy a very important place in the 
economy of India. They provide supplementary sources of income to the 
agriculturist class and it is well known that agriculture does not provide employ- 
ment for the whole vear and from 3 to 4 months the cultivators have no vor 
on the land. During the off season and also spare time in the season the 
agriculturists engage themselves in small scale and cottage induces. But i 
subsidiary occupations they will not be able to earn their livelihood entirely 

from agricultural occupation. 


A small scale industrv is one which can be run with a capital of less than a 

lakh of rupees bv employing a few workers and with the aid TZsi 

A cottage industry may be understood as that which is carried o*' Z' 
LTtnl md mostTv bv^ domestic lebour. There is not much confliet between 

BmJl scale and eo'ltape industries in general. But, in the case 

ftTP manufactured both on a cottage basis and on a small scale wherem power K 

is likely between small scale and cottage mdustaies are very limited. - 
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need Jiot bo therefore any fear that cottage industries will sufter on account of 
the growth of small scale industries. 

Small scale industries, cottage industries and large scale industries generally 
du not come into conflict with one another and they can be developed simul- 
taneously by ensuring co-ordination among them. Even though large? scale in- 
dustries will be greatly developed the interests of small scale and cottage indus- 
tries need not be sacrificed. It will l)e possible to supplement production of 
large scale industries by small industries so as to increase the total quantity 
of goods produced to meet the internal demand and as well export tho surplus 
to foreign markets. 

Cottage industries t'is-a-vis large scale industries are not in conflict. What- 
ever might be the development of large scale industries in India cottage indus- 
tries will certainly have their place in the economy of the country for the simple 
reason i^hat they provide occupation to the agriciiltiirist class. It is possible to 
establish cottage industries suitable to the Indian economy on the lines of their 
development in other countries and particularly in Japan. 

8. It can he mferred from the foregoing that sinali scale and cottage indus- 
tries have a significant role to play in the economic development of our coun- 
17 c^cumstances and as well as in the long run. It may 

^ increase production of certain consumer 
fn rpn ^ f l^ge-scsle industries in the country are not able to produce 

iTrnn ^ “eet the entire internal demand. There should be 

proper co-ordination and integration of these three, cottage and small-scale indus- 

sure f^ndS ^ economy of India must be built on a 


foUowmg small scale and cottage industries can be developed as 
subsidiary to ^nculture : poultry, cattle breeding, dairy farming, bee keeping 
sericulture and enculture, fruit canning, cashewnut kernels, dLvdrated fruft 
Md vegetables, fisheries, spices, condiments, pickles, jaggery maniiacture cot- 
ton gmmng. cardmg and spinning, rope making, charioll ^d firewood etc 

(b) The following small scale and cottage industries can be developed as sun 
plementaiy to large scale industries: handloom cloth. powerW do h gla^ 
and glassware, bonemeal, matches, etc. ’ ^ 

o^er cottage and small scale industries which can be deve'oned 

ma ' 7 ^ carvmg, cutlery, button making ci^^ar maL 

mg. bidi makmg. metalware and vessels, trunks making slate and 

tie’ **^'^"’*“*‘«* 'mplements, carpentry, repair workshops, ploughs axes ^sic' 
umbkTas ete " '-ttr |oo'ds making; 
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foreipi countries by the Government of India as well as the businessmen bv 
sending products of cottage industries will have great advertisement and propa^ 
ganda value. It is also suggested that articles of artistic value and fine crafts- 
manship may be presented by the Government of India to the offices of the 
embassies, ('onsulates, and others in foreign countries. Colourful advertise- 
ments of oui cottage products for sale must be made in foreign journals "md 
magazines. 

11. Where a cottage industry has to depend for its raw material on a large 
scale industi'y which is given protection, the cottage industry has to bear the 
consumers’ burden of protection; but, it is very difficult to draw any conclusions 
about tliy effects resulting therefrom. It does not appear that small scale indus- 
tries are affected by protection in general. For, the industries that receive 
protection in India have no competition with small-scale industries producing 
similar products. 

12. The main handicaps from which small scale and cottage industries suffer 
at present and remedies to remove them can be suggested as under: 

(a) Supply of raw material : When the industry depends on local raw mate- 
rials there is not much difficulty. But when it is to be imported help must 
be given by the Government. 


(b) Supply of technical personnel: It is an important matter and provided 
technical skill is shown in the manufacture of small scale and cottage products 
the demand for them will increase. It is desirable that technical training cen- 
tres are opened by the Government to impart education to the village artisan. 
Japanese technicians are now employed by the Government to train the evacuees 
and refugees in some cottage and small scale industries. It is desirable that 
arrangements are made for similar training to the village craftsmen at various 
•centres throughout the country. 

(c) Technique of manufacture: The technique of manufacture of small scale 
and cottage industries in India has not undergone much change since a very 
long time. A new orientation can be given by introducing new designs, .novel 
patterns which will create fresh demand for these products. 

(d) Structure and Organisation: Cottage and small scale industries can be 
well developed on co-operative lines. 


(e) Supply of finance: It is true that to some extent our small scale and 
cottage industries suffer for supply of adequate finance. Co-operative credit faci- 
Uties are opened in some villages and they have to some extent been helpM 
to meet the financial requirements of these industries. Legislation for the 
creation of suitable institutions for giving financial assistance to the smaU scale 
industries can be made by the Government. 


(f) Marketing facilities: Market research must be conducted and production 
must be adjusted to the taste of the consumers both at home and abroad. 

(g) other forms of assistance : Supply of electric power at cheap rates will 
be of great help to promote cottage and small scale mdustnes. 

(h) Fear of competition with large scale industries; It y^^ale 

Co-oplrative relations can be promoted between large scale and smaU ^.ale 


industries. , 

13. When Trade Agreements are entered 
-Government to ensure that the interests of smaU s 8 agreementa 

are promoted. Quota of these products must be incbded ^ tM ax . 
■wnd'the maximum offtake by other contracting, oountnea ensured. . 


X.: 


. j * 
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Policy of Discnminating Protection and its application since 192o. 

14. 15 & 16. The Fisoal Commission appointed by the Oovemment of India 
in 1921 recommended that protection should be given to industries nnd discrf- 
mination should be exercised in the selection of industries for protection nnd 
in the degree of protection offered so ns to make the inevitable burden on the 
■community as light as is consistent with the due development of industrie-B. 
Three conditions were laid down which an applicant industry must satisfy 
so as to merit consideration for receiving protection and they are: 

one which possesses natural advantages sueli afl 
abundant supply of raw material, cheap power, and a sufficient supply of labour 
and i\ large home market ; 

e ^l\j t ^nvist one w’hich without the help of protection is either 

is not likely to develop so rapidly as is desirable 
in the interest of the country: and 

o. The industrv must be one which would eventually be able to face world 
competition without protection. 

The policy of protection thus recommended by the Commission w.is based 
on the theoretical argument for protection that an infant industry which has 
natural advantages will be able to develop and ultimately face competition from 
other countries without the need for protection if it is initially assured of a 
reasonable measure of protection. 

The above three conditions constituted what is popularly known as the tri- 
ple formula which was applied for granting protection to Indian industries 
from 1928 to 1939. These conditions were very defective for various reasons. 
Industrially advanced countries like the United Kingdom, the U.S.A. and Japan 
do not have natural advantages as enumerated in the first condition. Industries 
in those countries are depending on external sources of supply for raw materials 
and for example, the cotton texitle industiw in the United Kingdom nnd Japan 
imports raw cotton from other countries and the rubber industry in the U.S.A. 

on foreign sources of supply. The second 
condition precludes the scope for assuring protection as a positive help for the 
starting of certain industries which ore essential for the economic well being 
of the country. The third condition need not necessarilv be satisfied even 
^fore an industry is given protection by the State: but 'it is enough if the 
Goyernm^t is satisfied that ultimately the burden of protection on the consumer 

will vanish and the industry will be ^le to face world competition without pro- 
tection. ^ 


The above three conditions were very strictly enforced by the Government 
for considering the case of an industry for protection. Protection was denied 
to the glass industry because soda ash which is one of the raw materials required 
was not produc^ in India. Chemical industry was likewise refused protection 
because sulphuric acid was not maniifactured in the country. 


The policy of discriminating protection proved slow, ineffective, and disap- 
pointing to meet the requirements of a predominantly agricultural country with 
vast potentialities opened up before it for the development of industries. The 
.worki^ of the policy revealed another fundamental defect in that that each 
fedustry which c^e up before the Tariff Board and the Government for pro- 
teotion was considered m isolation without reference to the problem of indus- 
toahsation of the county as a whole. Mr. B. P. Adarkar has in this cbnneo- 

V protection on the- other hand has 

y^i^safed nothing better thtm perfunctory assistance, indifferently and grud- 
^gly. rendered, fcp the-ind«stry whi<di subse.quently has been left to takeits 




own course, 
and by the 
sea fruit”. 


Govefnm«,‘J Procedure adopted by the tariS machinety 

ernment has made the subsequent protection a veritable de^ 


“ ?".“a 

mpnf protection that were coming up before the Govern- 
ment s"h(^ld^ DubH^<:Wh ■ Commission stated that the Govern- 

ment should publish the results of the enquiry promptly whether it agrees with 

the conclusions of the Tariff Board or not and this was not in general followed. 


17. The supplementary measures for protection and assistance to industries 
recommended by F iscal Commission in Chapter 8 of their report are technical 
education, railway rates policy and measmes against dumping. These measures 
we quite essential for the purpose of promoting the growth of industries. But, 
it is regrettable that adequate steps are not lahen to implement them even 
though 26 years have passed since the above recommendations are made. 


(i) Technical education: Technical education is one of the fundamental pre- 
lequisites of industrialisation in any country. The system of education in India 
is very defective and it is not suited to train technical personnel of various 
grades. Skilled personnel for the running of an industry can be divided into 
managers, supervisors and skilled workers and it is necessary to take immediate 
steps to satisfy the requirements of the Indian industry in this regard. The 
Bevin Training Scheme played an important part in supplying the needs for 
technical personnel of the war time industries and a similar scheme can be 
evolved to suit the peace time needs of industries. Technicians must be brought 
from foreign countries to train the personnel in India and also Indian studenta 
must bo sent abroad for training. Polyteclinic Schools in Japan supply the 
tecliniciil personnel of the industries and similar schools must be started on 
a large scale in India. Technical institutes on the model of the Massachusetts 
Institute of Technology must l)e set up to give training in technology and 
business administration. 


(ii) Badway Bates policy: The rates structure needs to be overhauled to 
si.it the industrial development and trade and commerce of the country. Teles- 
copic rates must be introduced. Tlie Railway Rates Tribunal recently created 
will be ol real help in advising the Government on fixation of rates. 


fiii) Measures against dumping: Anti-dumping measures will be necessary 
when the industry in the country will be faced with unfair competition and 
dumping. Suitable legislation must be made in this regard. 

IS. (a) Please see answers to questions 14, 15 and 16, 

(1)) The Fiscal Commission of 1922 stated that in the application of the 
principle of discriminating protection regard must be had to the financial needi 
of the country and to the dependence of the Government of India on import, 
export and excise duties for a large part of its revenue. The tariff rates of India 
are determined primarily to serve the revenue needs of the Government and 
this aspect of protection did not receive due consideration. 


19. The Government of India by a notification in 1940 assured protection to 
the industries started during war time to meet the military demands. ^ 
Interim Tariff Board was constituted in 1945 and the policy laid down for the 
guidance of the Board to consider the case for protection was expressed in the 

following terras : 

(1) That the industry is established and conducted on sound business lines, 


by 


( 9 \ U'\ That havinff regard to the natural and economic advantages enjoyM 
Ihe taSes a^d its fctual or probable coat, it U likely within a reaaonabl* 
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time to develop sufficiently to be able to carry on successfully without protection 
or State assistance; 

(b) that it is an industry to which it is desirable in the national interests 
to grant protection or assistance and the probable cost of such protection or 
assistance to the community is not excessive. 

It can be inferred from the foregoing conditions that there is not much 
deviation from the fundamental policy laid down by the Fiscal Commission of 
1922-23 in regard to the granting protection. 

20. It is understood that the total number of cases referred to the Interim 
Tariff Board was about 49 and the Board reported on 45 cases within its term 
of office. Out of this 38 were war time industries and 4 were old industries. 
Protection was recommended in several cases by conversion of the existinff 
revenue duties mto protective duties. ® 

Hevxew of the effects of the past tariff policy. 

21 to 28. The revenue tariffs imposed in the past have not had anv conai- 

development of invJustrios mul on the course 
ot foreign trade both of which were affected by other factors. 

s;s “bSifs?b7.‘i‘"" “■ “• 

« significant change bet- 

ih f ''"d finished goods declined by 10 per cent and 

.^e fall wag more discemable in the case of cotton piecegoo^s. irdn and steel 

^ruciU sugar. Bcap and matches, while the imports of industrial raw materittia 


iy 

v> 


id”blwet T «!«> taken plane during the 

S7 = 

31. The forefr wL" Fiscal policy, 

period between 1939 and 1945. ^Owing to changes during the 

♦actured goods had considerably fallen and India of manu- 

finished and semi-processed goods. The direction of trad^^ carport markets for 
same neriod. While exports to the U K had ft “ 

eonntnes. Another notable chanse was that not 
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^ *° ^ p-‘‘- « 

tTBrof^Inli^^^'"^ “ the foreign 

Me of lndi^ A senous dram was cauBed on our foreign exchange on account 

of hu^e import of Mgrams. India was divided into two dominions and as has 

already been pomted out we lost export trade in two important raw materials 

]ute and c.itton. I he buyers market has heguu emerging in the world and 

on account of the prices of agricultural commodities and industrial products 

being Iri:!), India lost some export markets which were acquired during the war 

time. The balance of trade turned unfavourable and it came to the extent 

of Rs 200 crores in 1948-49 which is the first financial vear after the partition 
of the country. 


82. (a) Import trade . — Immediately after the termination of the war imports 
were liberalised and several items were placed on the O.G.L. with a view to 
increase tlie supply of consumer goods and thereby bring down the price level. 
The countrv was flooded consequently with numerous goods and loud protesta- 
tions were raised against indiscreet imports. Some of the war time industrieB 
which were manufacturing ftimilar articles in India were doomed to their fate 
because they could not compete with the foreign products. A large part of our 
sterling balances which were accumulated at the cost of great sacrifice and 
hardship were spent indiscriminately on imports of consumer goods. The 
Government realised the gravity of the situation at a later stage and adopted 
policy of severe restrictions on imports, particularly from dollar and hard our- 
rencv countries. 

•r 


Export tnule . — Export trade was brought under strict control during the 
war time to conserve the supplies of essential commodities and make them 
available, for meeting the war demand. Surpluses in respect of various com- 
modities were estimated and exports were strictly regulated. After the war 
was over the export controls were liberalised and the policy of the Government 
in respect of decontrolling export trade was far in advance of the freeing of 
import trade. The prices of goods exported from India had gone up on account 
of the keen demand for them in foreign countries immediately after the war 
wheu competition from other countries was absent. But with the revival of 
expert trade of other countries which gradually recovered from war time devasta- 
tiou the position of India became diflicult and ultimately our export 
in several terxis were lost, because our prices compared very unfavourably with 


world prices. 

(h) Growth and development of industries: It has already been stated that 
on account of indiscreet imports some industries which were estabbsbed during 
war time wore very badly aSeoted because they could not face competitiou from 
forci.'ii couir.nes. The Gocer.imoot ought to have avoided delay m referring 
the eases of those industries for protection to the Tariff Board and granting pro- 
tection in accordance with the recommendations of the Board. 

Tile rlian^e in the traditional pattern of the foreign trade of India— increase 
in imports of raw materials and exports of semi-proceswd and maiiiifactured 
goods M l decrease in exports of raw materials and imports of finished goods- 
fs indic.ative of the growing industriali.sation of the country, oeoondli, the 
himg^rtL direi fiol of export trade and the opening of n^"' -narke s w 11 
Rive a stimulus to the growth of industries in India. Steps must oe taken 

m-iutsiu the foreign trade of India along the altered course 

T1 imiort controls and quantitative restrictions have been acting as pro- 
f .tut Tiers to the war time industries and it is true that control of foreign 
*'^*^1 w'll have a direct effect on the growth of industries in the country. But, 
indttdi! L:-:iopnrt Z^i :: accomplished by a liberal policy of protection 
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and assistiQce. India is still far behind the industrially advanced countries 
and as such the fundamental premises on which the Fiscal Commission based 
their recommendatious in 1922 still holds good. 

34. Both fiscal and non*fiscal measures are necessary for protecting and 
developing industries. Fiscal measures comprise of tariffs, quotas, quantita- 
tive restrictions and subsidies and non-fiscal measures constitute the supply 
of technical personnel, supply of raw materials, plant and machinery, trans- 
port facilities and measures against dumping. It is not possible to detei-min© 
the relative importance of fiscal and non-fiscal measures for the promotion of 
trade and industry. Both are important and the importance of each may 
vary according to the circumstances. 


35. India has developed some important industries and foreign trade has 
changed in its character. Exports of manufactured and semi-manufactured 
goods have increased; and raw material exports have decreased. India 
became deficit in regard to jute and cotton. An appropriate tariff policy will 
be of great help to further our foreign trade and assist in the development of 
industries. The course of foreign trade should be such that the industries in 
the country will get adequate supplies of raw materials and that their manu- 
factured products will find markets in foreign countries. 

36. The tariff policy of India in the short period should aim at maximisa- 
tion of industrial production. 


37. There should be an unqualified pronouncement that the Fiscal nolicv 
best suited for India is protection. * ^ 

38 & 39 Industries which are essential for national defence must be pro- 
trsuch "industriM conditions for granting protection 


industries al^ must be granted unqualified protection since 
without developing such mdustnes it will not be possible to fiU up the gaps 
in the pres-i'.t industnal structure of our country. ^ ® ^ 

granted protection irrespective of the fact 
that raw materials we availahle m the country or they can be imported from 

foreig.n countries. Protection must be given not onlv to the industries wh?^ 

maAe“t “"rh but also to industries which have a potential export 

“““‘bon that the industry must be one that wifi ultimatel/ be 

can bt dSd^and® “fJ.taue foreign competition without protection 

Board ^ ““ “usidered by {he Tariff 


should should not be confined to infant industries but 

Mu=7bXa^d tr^v trsdi: 

r:I!estr;®r'n:{io;afi°wXr“^ ^hich a^e 

can'belSneTtlVe™ and bhej 

U" I- 

(ii) Bounty or subsidy; A bountor or subsidy will enable the 

industry to reduce its price and thus" st^d torefig^T eotpetitrn 
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Bounties and subsidies largely assisted the development of indus- 
tries in foreign countries. Industrial development in India 
can be prompted by the grant of subsidies and bounties. 

(lii) System of pool price: It does not appear that this system works 
satisfactorily and hence iti may be discarded. 

(iv) Quantitative restrictions of imports: They can be employed as 
checks on dumping and also as a positive help to the growth of 
domestic industries by restricting coinipetition from importied 
articles. Industrially advanced countries have resorted to such 
restrictions to help home production. 

I*- is not proper to say that some measures are normal and others abnormal. 
One or more of the above three methods can be adopted to ensure the growth 
of indigenous industries. 

42. Anti-dumping measures are quite necessary to safeguard the interests 
of the indigenous industry’ when it is faced w’ith unfair competition from goods 
dumped into the country. Anti-dumping legislation is made by some countries 
including Australia, Canada and the U.S.A. The Tariff Board can be direct- 
ed to investigate into cases of dumping and recommend to the Government 
the passing of necessary legislation. 


43. Export duties may be levied on raw materials which are required by 
the industries in the country. Such duties will have the desired effect of 
checking exports in those commodities. But, they should be resorted to only 
under exceptional circumstances. 

Expoi*t control can be adopted for the purpose of safeguarding the domestic 
consumer against critical shortages and conserving supplies of raw materials 
for utilisation by domestic industries. But, the Government must l)e fully 
satisfied that the conditions prevailing will justify the enforcement of control. 


44. An established industry can be assisted by suitable fiscal measures to 
maintain its exports and among such measures mention can be made of subsi- 
dies, tax relief and freight relief. Subsidies will stimukte exports; hut the im- 
porting countries may object to them. Tax relief will be a positive induce- 
ment "to increase exp'orts of manufactured goods and it is one of the best 
methods. Freight relief also is of great importance to encourage exports of 
finished goods. India hag not sufficient national shipping and as such the 
scone for relief in shipping freights is very limited. Bub, as regards movement 
of 'rroods bv rail from manufacturing centres to the ports, freight concessions 
caii'^bo given so as to heb the industries to increase their exports. 


4.5 The method adopted bv the Tariff Board for fixing the quantum of 
protection is to compare the fair selling price of domestic product with the 
landed costi of the imported product. From a theoretical point of view there 
cannot he anv objection for determining the quantum of protection on this 
But. attention must be paid to several factors like freight chargos, 
cost of equipment, future trend of variations in prices etc. m determining the 

quantum of protection. 

46. Variation in duties is necessary to meet variation in import costs. 


47. Protection when it is to be given bv tariffs 
such as specific ad valorem and compound can be considered. Advantages 
the variorhinds of duties are well k^wn and according to the creumstaneeB 
of the case for protection suitable duties can be decidea. 


48. Tariff quotas will play an important part, in the trade. 
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49. The period of protection will naturally depend on the nature of Hie 
industry seeking protection. When once protection is given tlio i)idustry 
should continue to receive if. until such it vill be able to stand on it.s own 
legs and face world competition. The question wliethcr to giv.- ilio [trotec- 
tion for a iniiiimuin period or a maximum period can be decided onlv in oon- 
sideratiDn of the various factor^, influencing the development of the inclustrv 
and Its ability to face foreign competition without protection. 

50. The existing system of tariff requires a thorough revision. It is innin- 

ly a revenue tariff and it must be so modified as to promote the industrial 
development of the country. 

“P of oor foreign (T.Kle an<I tJ.e 

cipat ons relating to the course of mteriiatioual trade underlying the Havana 

nf^th V"'* '‘"Os of industrial policy as laid down in ®the statement, 

of the Government dated Oth April, 1948 the objectives of our long (enn fiscaf 
policy can be formulated as under— 

1. Tndustnalisatjon must be secured by adopting suitable methods of 
tariff quotas, subsidies and quantitative restrictions. 

9. The policy of mdustrialisation must be a part of a larger economic 

l-aisi4 sttdard T livlr''^”" employment and 

InemLel exnorr''‘rfi "'‘‘"■'-■‘f "ourse of 

nnporfs of ^em.-proeessod goods and reduced 

o 

irstftutfonl to p^artieiX “irihe ‘for^? “t" or Quasi-Government 

.» « 0. j., “• 

Non.fiscal ,nca,un, for the promotion „f trade and industry. 

plemtnfation aTrtSerZ’e “o7\n'’ny,Sve?“fi7T'”|- 

as under: “ "Pproved fiscal policy can he enumerated 

f^ey are not 

Government to allow imports^f pohcy of the 

" ““Si,:' stis “"■'™ 

must be purchased abroad for tL >»'>chinpry 

under the postwar plans The various industries 

d«strialists in this regar^by reduoi®7ZT* ..fa" i 

as low as possible, Md seourin? at *™Povt du% on raachinerv 

P>*e such machiieiy as h re® ufr^ " «l>^«Peaf> 

(c) Supply of cheap fuel or nower. Pnwo. . i . , 

for the rapid mdustrialisation of Indfa^^ The " requisite 

power faUs short of our industrial rom,- Prosent supply of 
ment must see their way to esSte suT?®°k ' is Govern- 

nver projects like the EamapadSn^r '‘y'lf°-"]ootric,eum- 

Of power to the industries Coal nfoduef abundant supply 

'JP. ■ P™""®f'on also TOhst be stepped 


'iVL’oar 0(1-; -jtf 
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'jti-.'.ii 
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(d) Trovisiou of cheiip, adequate and quick transpoi’t, both for the move- 
client of raw and semi-processed materials and their finished pro- 
ducts made available under a scheme of rationalised freighh 
structure: Please see answer to Question No. 17(ii). 

<e) Supply of technical personnel of different grades: Please see answer, 
to Question No. 17(i). 

(f) Supplv of technical infonnatioii about industrial methods and process- 
es: It will help largely the growth of indigenous industries on 
modern lines with u])todate technique. 

ia) Suppl,- of industrial finance, both for use as block and as working 
capital- \u Industrial Finance Corporation was set up by the 
(iovernment of India. A similar body was creaW by the Mailras 
Provincial Government. And it is understood that other Provin- 
cial Governments are also contemplating to bnng to existence 
Industrial Finance Corporations. These Corporaticms can be of 
real financial assistance to the industries and therefore they must 
be developed on sound lines. 

advisory l)odj consisting of accredited representatives of the 
industrv can be created to seofre co-operation between the Govemn.e«t and the 
business cominunitv in order to ensure the supply of the above facilities to h 
industry and such facilities as may be considered necessary. 

Fiscal policy in relation to Commonwealth preferences. 

no M There is nothing fundamentally objectionable against the granting 

Aw ^ 

But the question must be considered m the light of the new po m 
that India attained after achieving independence. 

Trade and Employment. , , . .v rf 

approval of the legislature, , « r-oA 

^ in anv wav will diminish the protection required 

2. that no preference given m any way 

hv Indian industries. 

chnnld not involve on balance any appreciable economic 

3. tlK.t preferences should not 

‘"V'’thrp.’efemnces should not impair the bargaining power of India in her 
trade relations with other countries. . , , .v. Tom- 

n,oJwe\lTht«ntti:r -tr 

Treatment and Myations of protected and assisted indnetr.es. - 

66. Indi^tries comm”.mTtras^eps ™ann«”n whieh 

r- --r .. - 

1. Price policy and pnce structure. 
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-of the industry receiving protection or assistance. It should aim at bringing 
down the price in parity with world price within the minimum pci’ioJ possible, 
so that it can face competition when protection is withdrawn. 


2. Wages and conditions of labour: A protected or assisted industry cannot 
have a special obligation in respect of wages and conditions of labour Whati- 
ever legislations regarding these matters are applied to other industries will 
equally apply to the protected or assisted industries. 

3. Adoption of technical improvements: It will naturally be in the interests 
■of the industry coiurevned to adopt technical improvements which wdH help its 
growth and price reduction. 


^ 4. Initiation of research in the teclinique of production and distribution: 
The •iidiistjY concerned will largely be benefitted by research in the matter 
■of improving tlie quality and i-educing the price both of which ^^■hen secured 
in a large measure will increase demand and also satisfy the consumers. 

5. Iruining of apprentices and Government scholars and stipendiaries: In- 
dustries receiving protection must agree to train apj)rentices and government 
•scholars and stipendiaries. 


6. Control over the dis'iributiun of products of protected industries in certain 
contingencies: There cannot be any objection to s\ich a 6t«p being taken bv 
■the Govemineni under extraordinary circumstonces. 

67. Protected or assisted industry- should not engage in anv i-estrictive 
practice m respect of production, distribution or prices. But, the protected 
industries should not be precluded from forming associations with a view to 
effecting economies by organising distribution or in anv other maimer. In 

cement companies formed themselves into 
smntnrpublie. ' " con- 

68. No condilioiis should be laid down regarding the financial structure 

“nto th!f 

ilisation of the products of protected industries is very iiu 
Irupro ed 4 htt “Weetion against it. Quality must also he 

.imil., Slid tZ S J", “"ff "« •» 

.£r‘S i X'iu”r:s 

.e.. „p ...di,d,„.,.. .rZrSiXtlt “dpt'ki.;;-"' 

it*;; KddX “• 

71. No special administrative mAchmot-r, ♦ „ 

or assisted industry^ ''‘’''8“' 

to the Tanff Board which will be reviewing thV Entrusted 

granted and recommending to the P^toot-on 

*0 be taken from time to time. ^ measures as are neceseaty 

Oraanisafion, ntetkodi and vrooedun 

72. The testing administrative organisotion will n„t he adequate to deal 
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with the problems of implementation that will arise out of the Government's’ 
acceptance of a comprehensive policy as regards fiscal measures and non- 
fiscal measures. 

73. An independent body must be constituted to deal with these subjects. 

71 to 77. It is not desirable to set up such an Organisation like a Trade and. 
Industrial I’laiiniug Conuiiission sub-divided into suitable branches to deal 
with planning and execution of various measures relating to tariffs, other 
fiscal and non-fiscal measures. 


It is necessary to constitute a permanent statutory Tariff Board which can 
conduct independent enquiries taldng the initiative of its own accord and 
without the need for receiving a directive from the Commerce Ministry to 
enquire into ca^es for protection as has been done at present. 

78. The Indian Fiscal Commission of 1921-22 recommended that a Tariff 
Board should be constituted and it should be a permanent body and it should 
consist of members wlio ai-e of high ability, integrity ^d impartiality pre- 
fei-ablv with knowledge of economics and practical acquaintance with business 
affairs. These qualifications are satisfactory but it is necessary to include 
businessmen also in the personnel of the Tariff Board. 

7fl. The nppropri'ite functions of the Tariff Eo.ird can be enumerated as 

under 

1 To investigate into the claims for protection of industries and to re- 
commend tSc raS of protective duties, subsidies and bounties, imposition of 

quantitative restrictions etc. 

2 To recommend supplementary measures for assisting industries m 
respect of supply of raw materials, technical personnel etc. 

3 To inyestigate into the effects of protective duties or other measures 
of assistance and to recommend modifications from time o t 

4 To recommend measures for the establishment of defence and basic 
industries which are of national importance. 

worLf orefp'ori tdImTorlTfe rggelfsurh'moXrionr as am 

necessary fro.n time to time. a j 

in elnV”;:! ^hoSe 

'''’Vtrel.’quire into cases of dumping and to recommend measures for pro- 
tection of indigenous industries from dumping. 

8 To consider the efiects of excise duties on indigenous mdusti es. 

.1. ■ sf r— ““ “1 ' 

tariff valuation of various articles and to 

changes that may be desirable. , . « . indiistrv and 

10. To consider other countries.' 

trade of the count y treatment of Indian 

U. To invesrigafe ^^if'^^a'^^g^table action to be taken by the 
products by foreigu countries and gg 

GovemTTient. 

12. To study tariff systems of other countries. 
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The above functions are not exhaustive, but ouly illustrative. 

60. The functions of the present Indian Tariff Board as are laid down in the 
■Oovemmeat of India resolutions of 3rd November, 1945, 26th November, 
1947 and 6th August, 1948 are not adequate. The changes that are suggested 
-can be gathered from the functions of the Tariff Board enumerated above. 

81. 'L’he present structure and organisation of the Tariff Board is not 
adequate for discharging the duties suggested above. It should l)e eidarged 
and assisted by Eesearch and Technical branches. ° 


82. It is already suggested that tlie present procedure under which an 
industry's fdness for protection is considered only on an applicatioji by the 
industry itself is not sound. The Tariff Board having regard to the needs of 
the industrial development of the country must be in a position to enquire 
into the cases for protection and make recommendations on its own accord. 
Protection must be assured as a positive inducement for the starting of such 
industries as are vitally necessary for national economy. 

g^'eater need to modify the present procedure in (he case of 
small and unorganised industries. 

application should be addressed to the Tariff Board directly 

procedure under which the Ministi^ of Commerce receives 

k satisfied that a prima facie case for protection 

IS established refers the case to the Tariff Board must be given up. The 

mTke enquiry as expeditiously as possible and 

make its tcominendutions. The recommendations of the Tariff Board should 

a-=2 

s:i 1=1“ Si 

Fiscal policy in relation to Havana Charter on Trade and Employment and 

the General Agreement on Tariffs and Trade 

are very laudable. But, it is not desirable te = oi living and social progress 
of conduct in regard to fiscal noliov unit oir*j ^ enforce a uniform code 
will prove dctrinaental to the Ste of 

such obligations will have to be m^ifiL soMif backward countries. All 

countries like India- which should have freedom *to requirements of 

adopt unqualified protection encouraee rmZn^ • ‘ . unilateral action, 

Commission should advise the ZvefnmenTon T i®*®' 

sroro-/6 the final acceptance of the Ch^rtet f q^^stions and 

^f the large scale industrialisation of India^ an J P°'‘®y 

■development. " ' ^ud an all round economin 

<• 

^Taxation. 

«sm 'i^rdrC^hurdt olTaUL^tTlnliat L^nst^ril^re.*'?)^ 
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taxation in India has enormously gone up since 1939 and the rates of taxation) 
on incoine and super-tax have very much curtailed the marg.n of savings and 
consequently capital has nob been coming for the further expansion of the 
existing industries and for the establishment of new industries. Provincial, 
taxation is not conceived in its proper relation to the measures of taxation im- 
posed by the Centre and particularly the sales tax has been proving a grwt 
hardship to the industry and trade. It will be in the fitness of ihings if the 
present Commission devotes its atl'ention to the most important lu-oblein ofl 
taxation and makes suitable recommendations to the Government to overhaul 
the present tax structure. 


Foreign Capital, 

Questions relating to the role o| foreign capital in the development cf 
Indian industries ouglit to have been included in the terms of reference to the 
present Commission. This is another serious omission; and a few suggestions 

are made below in this regard; 

It is quite essential for the industrial development of India that foreign 
capital ^^dIl be invited to participate in industi^ along with 
subject to 'the control and management of the industry beng g y 
in Indi.an bands Along with foreign capital, technical personnel and plant 
and machinerv which are so vital for the growth of induatnes in India must 
be se^i^ed in an ample measure. As regards treatment to foreign capital in 
respect of protection questions relating to remittance of profits abroad etc. 

and national interests must be kept in view. 


Madras : 

80th December, 1949. 


J. SATYANARAYANA. 

Secretarp,. 


APPENDIX 


Table 1 



Production 

Commodity 

1922-23 

1938-39 

1. Jute 

1187*5 million yds. 

1774 million yds. 

2. Cotton piecegoods ..... 

1713-5 n\illioii yds. 

4269-3 million yds. 

3. Sugar 

84,000 tons. 

10-4 lakhs tons. 

4. Matches 

8 lakhs gross. 

^ 210 lakhs gross. 

6. Paper 

23,576 tons. 

59,198 tons. 

6. Cement 

• • • • • 

1-93 lakhs tons. 

11-70 lakhs tons. 

7. Pig iron 

4-55 lakhs tons. 

15- 76 laklis tons. 

8. Steel ingots ..... 

1-31 lakhs tons. 

9-77 lakhs tons. 


Table 11 


, Commodity 

Production 

1939 

I 

1948 

!• Finished steel 

7-81 lakhs tons 


^ ^ ^ 4 

8-64 lakhs tons. 

2. Cotton yam 

^ • 

12p4 million lbs. 

1442 million lbs. 

3* Cotton piecegoods 

4116 million yds. 

4338 million yds. 

4« Jute manufactures ^ 

• « 

11-89 lakhs tons. 

10-48 lakhs tons. 

6. Paper .... 

• % 

, 13-31 lakhs cwts. 

19-96 lakhs cwts. 

6. Matches . 

21-6 million gross. 

* • • • 

• % 

17-0 million gross.* 

7. Sugar 

6-95 lakhs tons. 

“ • • • • 

« 

10-0 lakhs tons.* 

8. Cement 

17*2 lakhs tons. 


16- 16 lakhs tons.* 


•Approximftte agures and for Indian Union only. 
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The Mysore Chamber of Commerce 

Section' A{i) 

Qurnfions 1 io 8. — The economic position of India since the last Fiscal 
Commission i-eported in 1922, has changed materially in all directions and it 
is necessary that a new approach should be male to consolidate and develop 
industrial development in the countiT. From a predomineutly agricultural 
economy, characteristic of this country during the twenties, recent years have 
seen ih"e establishment of a net work of new industries. As the pressure of 
poj)ulation has increased, it is necessary that industrialisation which offers a 
quicker inetluxl of raising the standard of living should be accelerated. 

Indian agriculture has iiot made sufficient advance as compared to the in- 
dustrial progress and it is important that there should be a co-ordinated deve- 
lopment of riie two spheres of the nation's economy. As a lesult of partition 
India is deticient in food crops and is also a net importer of cotton and jute. 
It is therefore necessary that future measures must provide for self-sufficiency 
in respect of food production as well as raw materials required for the textile 
and the )ute industries. 

India before World War II was essentially an exporter of raw materials 
includiu- agricultural products. Since the last decade however there is an 
increasing tendency to make use of agricultural raw materials in the country 

itself; for example oil and oil seeds. 

Tile policy of iliscnininating protection followed since 1922 and the general 
impact of tire industrialisation on tlie country coupled witli abnormal war 
conditions has cl.anged India to the status of an exporter o iniinutactures. 
Tlie clianges tliat are needed particularly as regards agnculture would be 
expansion of collective farming, mechanised cultivation better seeds, manure 
and fertilisers. As regards mining it is essential that India should take to 
processing of luinerals in tlie country itself instead of expoiaing them 
It would also be beneficial it the Government can assist the starting of new 
industries based on utilisation of minerals witlim the country. Further a 
coniprcliensive geological smwey should also be made for effecting utilisation 
of the country’s mineral resources. 

The pattern of industrial development in India has been mostly on a piece- 

r 'i 1 S 

o! tlm “sm’aC hiduslrfes started during the war have not been able to com 

and quantity of industrial production. 

India at present has not dp'eloped ^eevy engmeering Muste 

for f>reat improvement. , 
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ou large scale production with the result that there is unliealthy concentration 
of industries near some big cities. A stimulus is needed for diverting energy 
for revitalising small and cottage industries. These industries are now not 
properly organised due to lack of capital, understanding and difficulty in 
securing raw material. It is desirable to follow the system of Japan wherein 
some of the products used in large scale production could be produced by 
small-scale and cottage industries. By tliis method a close liaison could be 
maintained between these three scores of the country’s economy and India 
has ample scope for all the three. 

Cottage industries like mat-weaving, carpet- making, button making and 
others allied to some of the large-scale industries could bo developed. Aa 
regards industries suited for export purposes it is suggested that wood-earving, 
curios, and woollen drugeets could be developel. Tliere is also n necessity 
to start a corporation by fthich finance could be advanced to individuals for 
taking to cottage industries. Marketing facilities and suggestions for improve- 
ments should also be made available to them easily, while in the ca.se of some 
others, subsidies could be granted for helping them initially. 

Sect on B 


The three conditions laid down by the Fiscal Commission of 1022, liavi* had 
marked defects particularly as regards the triple formula that was laid down 
before protection could be granted for an industry. It presupposed that an 
industry should have all the advantages before it was entitled for protection. 
In an industriall.y backward country like India, this formula adversely affected 
'the development of industries particularly when foreign competition and ideas 
of free trade svere freely used to stifle the indigenous industry. 

As regards wire and wire nails, when the Indian Wire and Steel Products 
■Co., started production, protection was not given uniformly on the proilucts 
produced. On the ground that the Company was not able to obtain the raw 
materials of wire rods from Talas, the protection duty on wire rods was with- 
•drawn and the Company was obliged to go into liquidation. 


The starting of the Locomotive industry was never taken as a serious 
proposition due partly to the fear that Britain wo\ild he affected. Under the 
plea of economy the starting of a company speeificallv for this purpose was 
discouraged in 1924. 

Similarly the woollen industry was not encouraged in the earlier years when 
mreign competition from Italy and Japan was severe during the years 1924-29. 
Protection to Manganese Chloride industry was not given on the ground that 
the mdustry was not of national importance. “ 

industry is another instance which did not receive full protection 
on the pound that the Chief raw material-soda ash— wM 

'^®“°‘>™ended protection in the year 
1932, the report was not released till three years later in 1935 and no attempt 

■was made to encourage local industries lor mamilacturing soda ash. 

: It is certainly not possible for every new industry to ensure an easy sunnlv 
of raw material and to estimate the probable time by which it could stlnd 
pompetition. It was upto Government to take measures that li 

new industries to stabilise themselves over a Ltain a 

dustrics that have developed as a result of the doHcv nf r ■ in- 

tion, there is great need of supplyfnra arL nuX. J 4 

and trained labour. There has not hl>n *^umber of technical personnel 

freohnical improvement and to optimum utUisation ^ introduce 

Industrial research has not made hTadwav t dit ia n >;<"" ““teriai; 

those protected industries, to devote attention on this aspt!^ 
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The impact of the recent World War has brought about- a change 
in the Jndiau economy due to the fact that the imports practically ceased 
and India had to manufacture certain products which she formerly imported. 
India is therefore in a position to develo?) new industries in addition to existing 
ones. Heavy industries require to be developed and Government should now 
make it a point in expediting imports of capital machinery required for those 
industries. It is not enough if protection is given only to infant industries. 
A system of protective import duties and subsidies will liave to be employed 
for 'giving stimulus to Indian industries and to giuml against dumping. If 
certain industries are necessary from the larger point of view the question, of 
cost to tile community sliould not be initially considered. From this point of 
view the conditions laid down for the Tariff Board of 1945 should be viewed. 

Section* E 

Tliere is now considerable transport difficulty in movement of essential raw 
materials required for industries. Government should always ensure that 
essential raw materials are quickly moved and siicli others as are imported 
are supplied in time. The supply of cheap electric power is also another 
necessary factor in stimulating industrial development. There is abundant 
scope for tegionalisation of industries and this should be helped by making 
available, cheap power all over the country. Development of electric power 
would in addition conserve the coal resources of the country. Services of 
foreign technical exports should be secured for training a large numbe:' of 
Indian personnel. There is already a Central Industrial Finance Corporation 
for tinaiicing big industries and starting similar corporations for Provinces and 
States for helping smaller industries is necessary. The establishment of Export 
trade research Organisation is necessary to find new markets for Indian pro- 
ducts. It would also be helpful if Government were to arrange for technical 
information about industrial methods and processes on the lines of the Anglo- 
American Council formed for raising the efficiency of British Industry. 

Section F 


The Committee is of the view that Imperial preference has adversely 
affected Indian interests. It is in agreement with the view of Fiscal Commis- 
sion of 1922. that whatever preference is extended to other countries, it should 
not diminish the protection required by Indian Industries and it should not 
involve any appreciable economic loss to the country. Any agreement 
fore concluded on the lines of the General Agreement on Tariffs and irade 

should be subject to this condition as otherwise under the plea of mul^- 

lateral trade India would not be able to develop new industries. The Com- 
mittee welcome the formation of bilateral Trade Agreements as a better method 
of safeguarding Indian industries. 

Section G 


Industries receiving protection shouid be made aware that after the preh^ 
minary period required for stabilisation, they should reduce their costs and 
“n their piodiiets at competithe rates. They must also urged to adopt 
latLt methods of production, give labour a fair deal and maintain a high level 
of industrial efficiency. Bestrictive and monopoly practices should be ffis 
couraged and industries must be impressed on the need to maintain econom a 
units® At present standardisation and quality control are not employed on 
a wWe scale and there is great scope for improvement m th's direction. It^a 
also necessary that a National Eesearoh Laboratory should be set up for under 
taking researches in industry on a large scale. 



dgate complaints regarding formation of monopolies to the clc^-nnent of 
country. The Board should aUo watch the effects of iariff Polic\ on the 
of living and to study the tariff systems of other countries. Tlie various 


ed 
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Section H 

The existing organisation of the Tariff Board is 
work entailed in implementing the Government s 

Board must be a permanent Body and the members must be cimncnt people 
bavin- wide knowledge of economics and industries like the members of tlie 
Tariff Board. The Boanl should >;-e nut.ative m en..duet,ng 

eniiuiries instead of being a subordinate hiaiu h of 1 ii- ' , cscise 

should have also other powers of considering independently the ( tTcct f f xci. c 
duty oil industry, effect of ud valoum and specific duties, to investigate ques- 
tious regarding treatment of Indian products by foreign countries ami to in- 

vesti 
the 

cost — 

bilateral trade agreements concluded by Government should first he refcrrei 
to Tariff Board for opinion. It would also be necessary that the Govenimeii 
shoultt^iornially accept and implement the Tariff Board’s recommendations. 

Beplics to Part II of the Questionnaire bij the Mysore Chainher of Commerce. 

The iManaging Committee considered at their recent meeting Part II of 
the questionnaire issued by the Fiscal C'oiiimission and welcomed ihe Havana 
Charter on Trade and Employment generally as it indicated the latest measure 
of agreement among the various countries for encouraging mnltiluterul trade. 
The Committee noted that the Charter recognised tlie rights of ecoiioinically 
backv.ard countries to resort to import re.strictions, tariffs, quotas, etc. for 
safeguarding the interests of their industries. The Committee also felt that it 
is necessary lo emphasise in this connection that the various safeguarding 
measures should generally be permitted to be used by backward countries for 
a period of 10 to 15 years. 

The Committee feel that the terms and conditions of the Charter regarding 
foreign capital are in general accord with the policy of tlie Government of India 
and note that the settlement of terms for such employment is finally dependent 
on mutual agreement. The Committee is of the view that sufficient freedom 
must be given for countries like India to withdraw any concession coutemjilated 
under the GATT if it should be found to affect her industries adversely. The 
Committee is of the opinion that India can join the proposed International 
Trade Organisation as a founder member and should insist upon the einplov- 
meut of a fair number of her nationals on the staff of the Organisation. 

The Committee hopes that Government will bear in mind in future negotia- 
tions, that articles for which concessions ore given are in the interests of 
national economy that they do not relate to products for which protection is 
likely to be asked m the near future, and that they will not result in excessive 
toss of revenue. The Coi^ittee have further to suggest that the working 

tv be reviewed every two years and that the list of product^ 

foi which concessions have already been given should again be reviewed in 
view of the fact that India's position after the partition has considerably 
changed m respect of products like raw jute and cotton and other products. ^ 

Upper India Ohamber of Commerce, Kanpur 

Question Wo. 89. — Yes. 

Question No. 90.— Yes. It is considered that adequate scone for th^ 

economic development of ^developed and under-developed countrLs exists ia 
the provisions of Chapter HI of the Charter. ^ ^wunwies exists in. 


Question No. 91. — Does not arise. 
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Question No. 92. — The terms ami conditions proposed in Article 12 for the 
employment of foreign capital for development purposes appear to be fairly 
reasonable in general and, so far as India is concerned, seem to be in accord 
■with the statement on the participation of foreign capital made in Parliament 
by the Prime .Minister on the 12tb .\pril 1940. 


Question \o. 03. — Yes. It is, however, felt that the elaborate procedure 
for L-onsnltation (however inevitable it may he) envisaged in eases where countries 
are allowed facilities to exercise a certain measure of control over their import 
trade, whotiier in the interests of their balance of payments or with the idea 
of developing any particular branch of indigenous industry or agriculture, might, 
in practice, by impeding expeditious action, detract to a considerable extent 
from the value of tlie facilities granted and may even conceivably render it 
impossible for the countries concerned to take the particular course of action 
which alone would safeguard their interests, as is contemplated in this Chapter. 
This aspect of the matter is bound to have some importance to countries like 
India whose need for recourse to special measures for the protection of their 
industries from competition will be greater tlmn tliat of the highly industrialised 
members. 


Question No. 94. — Does not arise. 

Question No. 93. — It is not considered that our acceptance of the obligations 

inmosed on us under the Chaider is likelv to lead to anv adverse effects on our 

• « 

trade and industry particularly in the immediate present when, with our well- 
known shortage of capital goods and technical skill, we have probably more 
to gain by freer international trade which would enable us to obtain these items 
more easily fiom the industrially advanced couiitries. Tjooking at the question 
from the long range point of view, a definite verdict is. however, somewhat 
ditlieult at the present juncture, when we luive had little experience of the 
possible effects of the obligations laid on us under the Charter and, while there 
can possibly be little difference of opinion in regard to the desirability of inter- 
nat’onal trade being fostered, in general, in every possible manner, the question 
of India’s continued adherence to the Charter wdll have to be decided in the 
liglit of the industrial, agricultural and fiscal policy that she proposes to pursue 
and the extent w'hich the working of the Charter is found to support that 
policy. 

Question No. 96. — Yes. 

Question No. 97. — Does not arise. 

Question No. 98.— The Chamber has no special comments to offer either in 
respect of the structure and functions of the International Trade Organisation 
or the procedure indicated for its working both of whicli appear to it to be 
suitable. As regards item (c) in this question it is not clear as to what e.xactly 
it is intended to convev by this specific query in relation to India s status and 
position in the Organisation for, while under the constitution the status of 
any one member is equal to that of any other and while India has been allotted 
out- of tlie 8 permanent seats on the Executive Board the actua influence that 
anv country will possess in the way of shaping the activities of the Organisa- 
tion and of its various subsidiary bodies will obviously depend on its own 

economic position. 

Question No. 99, — Yes. 

Question No 100.— None except that, though the direct and indirect conces- 
sions received by India seem to cover all the more important items of her 
export trade and' though the net effect of the reciprocal scheme of concpsiou^ 
seems to be in her favour the position needs to be examined in the light of 
the consequences that partition has had on the trade of the country. 


\ 
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Qucsiioit No. 101. — Yes. 

Ovcsfion Nos. 102 and 103.— The concessions granted l.y fndia as weil =.9 
those received bv her have probably not been in operation for a suffic^ntlv mig 
period to enable a definite view being expressed on their effects on Tndm s 


economy. 


Question No. 104.— As mentioned earlier, sufficient details are not available 
to enable one to decide how far the working of these concessions Inis l.ccn m 
the interests of the country’s industrial development. Subject to this condition 
being satisfied the Chamber would support the continuance, beyond 1st January 
1951, of the concessions that India has now granted to other countries. 


Merchants' Chamber of United Provinces, Kanpur 

I am directed by the Council of my Chamber to refer the Fiscal Commission's 
letter No. 1/Fis/A(5) 49 dated the 25th June, 1949 and to express their views 
as under. 

2. The terms of reference as embodied in the Government of India Com- 
merce Ministry Kesolution No. 34-T (37)/48 appear to he wide enough to |>er?nit. 
the consideration of related subjects such as the structure and form of taxation, 
capital formation and its mobility, labour situation and the overall economic 
potentialities of the country besides matters relating purely to the protection 
and safeguarding of industries. It is, therefore, felt that answers to tlie 
questionnaire may be preceded by certain prefatory remarks relevant to the 
consideration of the questionnaire itself in its context to the above terms of 
referei;ice. 


3. The essential condition f^ and paradoxically also the sign of the progress 
of any nation is its high standard of living without which blessings of physical, 
material and cultural well-being cannot be secured. Nobody can seriously 
dispute that available manpower and potential resources in India have not so 
far been subjected to any scientific exploitation designed to maximise the 
production of wealth in this country. An alien Government in its perennial 
desire to safeguard its hold on India for the protection of the economic interests 
of the nationals that constituted that Government in this country was obviously 
obliged to shelve the above fundamental condition and sign if that came into 
conflict with the safeguard so dear to them. The result has been the sacrifice 
of planned economic development at the alter of lame excuses such as "con- 
sumeis place and burden in the scheme of tilings”, “the possibilities for the 

mTth”orrf interests”, “revenue considerations of the State”, “the 

mjth of safeguarding agricultural interests”, etc. etc. 

4. The second World War brought about forced readjustments of tlie dif 

personnel in the rnegeme" of arn>edTrct"and ci:?I 1 

palliatives in the form of natch wtrk o « came to the fore, 

could only be thought of. This patch work lacked^^P^ ^ deteriorating structure 
tion. Statuloi-y control over the^ prices and elementary oo-ordina- 

dSties, regulation bf volume and quality essential, commo- 

control of capital issues and the rarioning of Xlf snnnr and 

ih confused- succession and were totally nn 

of. money suppfies ahd the 

supply of phyeidal ghbds, money prlfits -rease? atorX 
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cent, per cent, absorption of incomes and profits by the State through direct 
taxation. Tlie end of W ar saw Indian economy completely dislocated though 
not ruined as in some other countries. I'he passing of political power complete- 
ly into Indian hands at such a time naiuraliy necessitated the maintenance of 
status quo in economic afTairs For siinioliinc, atieast iipto the time of ironing 
out solutions to outstanding political issues such as partition, merger of States, 
etc. etc. We thus tind that this country has been unfortunately placed by 
a train of unavoidable circumstances in a situation of having to face enormous 
economic odds without political freedom being able to act as a corrective to 
these odds 

The jirray of vicious circles at the bottom of India's economic proverty 
appears possible of being broken for the good of the country only if a frontal 
attack is made on stepping up production in the country with the existing re- 
sources and tackling the problems of unutilised resources successfully. While 
direct tuxes in India are almost as steep and high as those in the most advanced 
countries of Europe and more unfavourable than in U. S. A. and Canada, tuere 
is inexi)!ic-al)le confusion in taxation policies persiied by Provincial Governments 
in the levy of sales and purchase taxes by them without co-ordination at any 
l)oint. These measures liardly appear to take root, on any hard facts of econo- 
mies. In the buyers’ markets, which must obviously ensue, if a fall in prices is 
aimed at to resuscitate country’s economy, these measures not only adversely 
affect distribution and hence production but also keep at bay any calculated 
scheme for bringing down the general price level. The octroi and terminal 
levies imposed by the local authorities, without any consideration of the fact of 
such le\ies acting as deterrants to the industrial economy of the locality, fur- 
ther aggravate the difficulties in respect of utilising to the maximurn the present 
productive resources. Capital formation is thus not only left without incen- 
tives hut the utilisation to the maximum of the existdng productive resources 
also appears wellnigh impossible. The most disquieting feature in any planned 
nr calculated attack upon unutilised resources by Indian capital and enterprise 
has been the assurance of more- than favourable and equitable treatment to 
foreign capital coraiug to this country in the face of uncert-amty in respect of 
State regulation and control of industries and the spread of incentives for 
j.ltracting capital and enterprise in the case of Indian nationals. These pitfalls 
have to be avoided before any wholesome fiscal policy can be evolverl to lielp the 
policy achieve its objectives. 

(). The impact of War on our economic structure and the serious repercus- 
sions of political i.artition to our economy appear to have upset the normalcy 
of elements that would otherwise en^r into consideration in any iiscal enquiry 
of the nature now conducted by the Commission. The usual bogey of raw 
material supplies on an international scale and the myth of agricultural econo- 
my ns a water-tight compartment in itself have to be given up in favour of 
revolution in the technique of agricultural and industrial production under the 
auspices of the State. With the absence now of foreign Governnient sucrificmg 
Indian interests for the intei-ests of her home country, our Government should 
be able to set up targets for industrial development with time schedules attached 
thereto The above factors obviously call for a vital change in the objective of 
the fiscal policy to be followed and my Counil therefore believe that the 
approach of the” Fiscal Commission to these problems have to be quite different 
from the approach made to these problems in the case of Indian Fiscal Com- 
mission in 1922. ,1 \ ‘ ^ ‘A 

7 The growth of population during recent- years has been alarmingly rap-.d 

and the pressure on land is increasing day by day for want of industrial avenues 
to absorb that growing population. The result has been that agricultural 
holdings have had to be progressively sub-divided yielding p’nce to under- 
employment. With the price of agricultural commodities going beyond reasonable 
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levels and with monev obligations of the agriciiltvirists renuiining uhnost 
stationary, there is, in fact, a recession in j^bysical agneulturnl production in the 
face of stepped up consumption of certain agnculturul conmiodities specially 
foodgrains of nou-coarse varieties. The effect of this paradoxical economy has 
been noticed in significant falls in production and consequent exi)orls oi certain 
principal commercial crops after the War. International trade m raw nmteriuls 
such as cotton — raw and waste, raw jute and oilseeds show a fulling tendency 
and in certain cases the pressure of demand consequent upon internal consump- 
tion is so great that production is unable to cope up with the same. 
illustrious examples arc raw cotton and raw jute. Many of those tliat liad been 
characterised as cash crops before the War have now ceased to be so. J’ressiire 
on food production has not only not insignificantly affected the production of 
other commercial crops hut has also transformed their price structures and 
quality so as to retard their use by industries profitably in any widespread man- 
ner and on an international scale. Political partition of the country has affected 
major commercial crops .such as raw cotton and raw jute and tne development 
of their production atleast to the. extent of our industrial •*equirenient is im- 
perative. A case is thus made out for a scientifically planned agricultural 
economy arriving at a balance, not loo rigidly fixed, between foou crops and other 
cash crops of industrial irnpoitance. It will be observed that our capacity 
to export raw materials of Industry derived from land in order to earn foreign 
moneys that is so much needed now to »)urchase capital eqtiipinent and techni- 
cal aid has not only been dwindling alarmingly but that in respect of feeding 
industries in India in certain directions economically we also appear to he up 
against odds. With national self-sufficiency in agricultural production as our 
immediate goal, balance in agricultural effort will have to be so adjusted that 
food produced in this country as well as the principal raw materials of Industry 
will be sufficient in quality and quantity to meet the steadily expanding internal 
demand consequent upon better industrialisation and standard of living. 

8. It will not be out of place here to call the attention of the Commission 
to^ the brood trends in the availability and utilisation of labour so far as indus- 
tries are concerned. The efficiency of labour in India has always been far below 
tile standards required in industries so as to make industrial products economical 
from cost and price points of view. While industrial jiroduction has almost 
been sttitionary after the War. the wage bill has gone up three times its pr- 
war size, the accretion to employment of labour counted on heads being onlv 
20 per cent over pre-war figures. In the case of cotton textile industry alone it 

i 368 6 and' qv> ^ American and English tenter^manages 

o-d^SRO ""if .respectively, an Indian tenter is able to manage 

m India. A proper analysis of labour efficiency in all 

i'ndnc* 7"? enoiTOously in a given industry'. The labour in U P ’i iute 
mdjsti} IS for less efficient than labour in Bengal’s Jute industry vet thp TT P 

capacity of the mdustry to bear the burden and with the tese^ni of the i r 
the entrepreneur or the employer on lAhnnr ®ssenm^, of the hold of 

■ensue beyond the capacity o/ the management to coXof^^ 

Boeial benefits and security of emplovmf^nf mnef a‘ d ^^^S^slation to secure 

■and prosperity of industries and should f 

of industries. What is applicable to ad“ anced inL^ll * ■ 

made applicable to an industrial infant. ndustnal countries cannot be 

•^lementa of productive power such aa industrial techniqur orlanfeed s^m of 


272 


transport, banking and capital formation, communication, trade connections,^ 
captains of industry well equipped with the psychology of entei*prise and go-ahead 
mentality, efficient! labour supply and last but not the least an increasingly 
better standard of living and consumption power. Even a cureory glance at 
the iiistory of any industrialised Western nation would indicate how effectively 
an extensive policy of protection had been used. While recognising the need 
for such an outlook, the Indian Fiscal Commission of 1922 recommended a 
halting policy of discriminating protection too restrictive in its scope and appli- 
cation. The concepts of ‘infant industry’, ‘raw material supplies’, ‘concentra- 
tion on the manufacture of simpler forms of goods' etc. etc. shut onti from the 
consideration of th-». issues of t he broader aspects of protection and the examina-' 
tion of the doveiopment of cotton and jute industries in the U. K. and the inib-' 
ber and pencil industries in America and like industries in other parts of the 
world. M'ith India politically free, tlie present enquiry should be broadbased on 
ways and mecns calculated to augment and sustain elements of p-oductive 
power enumerated above, of course consistent with our basic needs for interna- 
tional contacts and trade. » 

10. In order to promote all round improvement and in the first place to inoe:^ 
our essential requirements, the following industries, would require to be 
promoted: — 

Defence Indvstries: 

(i) Fire arms (land, air and marine) and their parts. 

(ii) Munitions, cartridges, explosives, shells, torpedoes, etc. 

(iii) Tanks and armoured cars and other forms of mechanical equipment 

especially designed for military purposes. 

(iv) Warships of all types including submarines. 

(v) Military air-craft of all kinds. 

(vi) Gases for warfare and gas-masks. 

Note:— Warships and military air-crafts can also be made in ordinary 
peace time establishments, e'tc. etc. 

Hey Induairief- 

(i) Power— Hydro and thermal (generator). 

(ii) Fuel, coal and fuel wood, mineral oil, power alcohol, natural gases. 

(iii) Metals, ferrous and important non-ferrous, including winning of ore' 

for them. 

(iv) Industries for the making of machine tools. 

■' (v) Industries for the n.aking of machinery and machinery parts. 

fvi) Heavy engineering industries for the building of ships, locomotives, 

^ ^ wagons, automobiles, air-craft and the like (vital). 

(vii) Instruments and apparatus— commercial, industrial and scientific 

(standards). 

hm) Chemicftls, henvv chemicals, fine chemicals including dyes (some 
^ vital), fertilisers and refractories etc. etc. 

public utilities: 

. (i) Distribution of electricity, gas and other forma of energy. 

(ii) Public transport and communication services. 

(iii) Water supply. 

(iv) Sanifation etc. etc. i 


( 
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Consumer Ooode Industries: 

(i) Cotton and Woollen textiles. 

(ii) Silk and Silk manufactures. 

(iii) Jute 'textiles and manufactures. 

(iv) S.ugar. 

(v) Matches. 

(vi) Bicycles and automobiles. 

(vii) Motor vehicles battery. 

(viii) Glass. 

(ix) Vegetable oils. 

(x) Paints and varnishes. 

(xi) Hairs, Fibre, coir. 

(xii) Wood. 

(xiii) Cutlery, hardware and other metal utilities. 

(xiv) Ceramics, earthem and china ware. 

(xv) Toilet articles. 

(xvi) Provisions such as gelatine. 

(xvii) Biscuits and tobacco etc. etc. 

(xviii) Leather manufactures. 

(xix) Rubber manufactures 

(xx) Paper and Strawboard. 

(xxi) Stationery including pencils, nibs, etc. 

(xxii) Plastics. 

(xxiii) Office appliances. 

(xxiv) Wax. 

(xxv) Toys and other games and sports, etc. etc. 
Services : 


(ij Shipping. 

(ii) Banking and Insurance. 

(iii) Distribution trade, etc. etc. 

our indSi^ dwMd' fo 

«^tiy m any shape or form. Much can L dona^ foreign 

living Of the masses in India bv relievinff ® standard of 

their respective native spots if the faotor^of the Ir^ ^ j* keeping them on 

gone into and a planned regionS develonm^nt f is oarefuUy 

md fiscal reperoussions that may be brougSaLSybr^ politic^ 

vmoial md Stare autonomy must be mTed ^ peyohosis of the Pp^ 

on the above lines is envisaged. If the s^eme of ^ ^«Telopmen« 

lines rwrgamsation of our agrioulture 4d “i “hove 

erplo.tafaon of our mineral i^ovn^ahould “ ®®l®“I»ted 
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;iem» in the country. Besides straiegic minerals such as copper, silver, tungsten, 
zinc, tin, platinuin, sulphur, inercurry graphite etc. etc. our country has to. 
look to imports and we have to have permanent quid proquo arrangements to- 
obtain Wiem without scarcity. Prices of the minerals we produce end the 
miuerals we have to pay for have to be constantly kept under vigil and our 
exportable surpluses must be so arranged as to result iu our perennial acquisitwn 
oi scarce minerals. Our policy in respect of minerals must be one of caution 
and compltjt© control in the cootext of our industrial developmeny. 

13 Fuel and power, by far the most important items contributing the indus- 
trial development, can be developed to meet the requhements of India without 
dependence on othei*s. Keports of the Planning Advisory Board and the Coal- 
fields Committee indicate that almost all of what we require in the form of coal 
can be made available if s>ome measures calculated to that end are adopted. 
Water-power resources and hydro-electric possibilities are unmense and plenti- 
ful supply of power is assured for industrial development on an extensive scale. 

14 Willi regard to the location of industries in the context of above 
discussion, it wiil be profitable to exuinino the analysis made on the subject by 
the National Planning Committee. Theii- report on manufacturing industries 
savs. “The tollowing appear to be some of the principal causes of the large, 
small, and cottage scale and agricultural industries, not being widely sprea 

over iu the rural areas: 

1. Lack of all-weather rail, road, and wat(er transport. 

2. Cost of transport 'and in some item additional cost of packing. 

3. Unavailability of— 

(a) Power from a public supply at cheap rate, 

(b) Trained and semi-trained workers, 

(c) Artisans for specialised work such as mechanists etoiicians, tinmen, 

carpenters, blacksmiths, welders, masons and others. 

(d) Certain raw and other mauerials, stores etc. 

(e) lieady purchasers of products. 

4. Unavailability of essential 

(a) Services, such as medical, education, postal, telegraphic etc. 

(b) Amenities of life. 

(cl Necessities, such as vegetables, fruits, clothing, newspapers and ,cer- 
tain consumption go'ods. 

tj. i’ nt'tA 9 nbov6 cuu bti ovtjrcoiBO and power JS 

If is: and other es^ntial 

l,,gest number of the enrire like India by a wide 

prices, can only be reached in rura/areas. The following 

^;a/t«e=Xa^ 

econ^icTof' s'et require to be examined by an expert Committee. 
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“li) I^revention, by legislation and regulations, of some of the processes 
carried on iu urban areas, sueli as making of flour, oil pressing by liand or bul- 
lock ghannies, bakeries, leather tanning, manufacture of wooden and leotber 
goods by hand and factory for sale as finished and ready made, bone ciusuiiig, 
glue making industry and many othei'S. The advantage will he that all ihest* 
process will be done in villages. By-products will also be available in villages. 
Finished products ought to Take less freight in weight than in raw. Wages and 
cost of living beiug lower in rural areas than in urban areas, cost of manufacture 
will go down. Cities will not be congested and those employed i.a industry will 
live in healthy rural creas. 

(ii) Pooling of rates so as to keej^ the same freight to natural ccnsumption 
centres. The freight rate should include freight to railway or poi-b. 

.■\l i>resent, even though not .scientiHcally fixed, indiistnal cculres are mostly 
on railway lines or at ports. This is for cheap freight both for incoming gi.ods 
for manufacture and outgoing products. If, as suggested above, freight is pool- 
ed, then there would also be other advantages in locating Industries in rural 
areas In order to prevent unnecessary carrying cost both to the State and 
consumer, equalisation of freight should apply within certain regions, and not 
throughout India. This would indirectly assist local raw materials being iiiadt'^ 
available wherever possible, and finished products being made rvaila.ljle and 
distributed respectively within the shortest and the most ecojKnnic lu-ar 
localities " 


16 . It is recc»mmended that in the matter of location of industries, the claims 

of the industrially backward areas should be given special consideration, stihject 

to economic considerations justifying them. As regard.s the size of the units, 

no unit should be so large as to be outside t^he reach of competition hv smaller 

but economic units. Units smaller than the economic units sliould not 

narily be allowed to be started except for experimental purposes. The size of 

the economic unit will be decided in the case of each industry bv a qualified 
authority. ‘ ^ 


ttuiouiic 01 our leqiurements m regard to our consumption. The second World 
War showed clearly that how even for requirements of s(a*ate«ic iiuporfance 
c^t^e industiy had to be depended upon. Besides the above jossibility, under 

Wl t * consequent upon sensonn' rntni-n of nnricnl- 

imnort ? “nd pressure on land beyond its oapaoity of absorb stresses the 

possibUMerf^ <=°““ge industrial activities, immenie 

& „ widespread power supplies in rural areas tbronel, schemes of 

hydro-electoc power development and the dependence of small '<5cn]e and cot 
tage mdustnes on large scale industries as auxiliaries thereof hcrdly lend room 
supposita that the interests of cottage .industries are mmconhiiT to 
tergo scale mdustnes. On the other hand by a judicious adju^tCnt Tt shLd 
be possible fjo make the inter-dependence of laree scale indnstrl/s- n i 
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18. Small scale and cottage industries are capable of being divided in three 
main categories (i) purely as subsidiary to agriculture to solve under-employ* 
ment of rural masses consequent upon seasonal character of agriculture, (ii) 
full time occupation in small scale industrial activities for a section of the rural 
populrjtion so as to make the village commujnty on the whole prosperous and 
to relieve iiresistable pressure or. land now noticed, (iii) cottj^e industries as 
independent units of production requiring considerable technical skill and train- 
ing and of a specialised character. The latter two categories of small scale indus- 
tries can be developed as supplementeries to large scale industries. In the 
consideration of the regional distribution of industries and location thereof pro- 
ductive effort could be so apportioned with considerable accuracy as to allow for 
the legitimate expansion of both the large scale and cottage industries without 
any one coming into economic conflict with the other and to result in utmost 
contribution to national well-being. 


19. Cottage and small industries such as curry powders, papar, pickles, 
spice-combinations on the food line, cotton and silk embroidery, gold aud silver 
.‘iiibioi.’ n. chicken cloth munufactme, art printing and dyeing on the apparel 
liiii.. cai j)cts of woollen silk and mixed varieties, coir and coir products, hand- 
made carved and inlaid vcod-work, ivory work, brass-ware on the furnishing 
line offer immense scope for earning foreign exchange for indofinite length of 
time provided standards of quality and workmanship are maintained and the 
business ethics of people handling these products is vastly transformed to con- 
form lo truth atid goodwill. Under the present circumstances of foreign ex- 
change. shortage in India we ore pitifully doing nothing to exploit this source 
simply because we lack determination to bring about the necessary coordina- 
tion in activities leading to production of these goods on an A.U lndia basis and 
to arrange for an effective marketing of these products. Sales prorxu-tion of 
tliese products under the care of our Trade Commissioners abroad and a sys- 
tematic exploitation of the piospectp offered for the consumption of these pro- 
ducts abroad are bound to result in the emergence of scope for special trade 
tigreements for these lines with foreign countries. An All-India co-operative 
marketing organisation with requisite skill and business experience should form 
the clearing house for exports of the above articles. This marketing organisa- 
tion may develop U3ider its aegis a research body welj-equipped to meet problems 
created by either taste and fashion or change in the economy of our cu.-domers 
so as to ^idvise the different Provincial Governments on the nature and form 
of change in the production of above wares from time to time. 


20 If cottage industries in Indian have not t^ved to the extent 
nnaht to have it is not solely because of the development of 

large scafe industoies ’and competi^^^^ them because of lack of 

diffusion of technical knowledge pertainmg to these mdustnes on *^6 
band and the absence of balanced co-ordination of large scale 
to small-scale industries in the mutual exchange of the requirement of both. 
Other impediments in the way of development of cottage and small industries 
have hereto been the prohibitive transport charges, lack of finance and 
tiJnip aid the cottage industries acquiring their raw matenals and ^ 

production, bad marketing, local taxation such as octooi and te^inal^ 

Ld^tL lack of adequate power. In order to obviate the production o. 
ous suitable goods on cottage and smaU industry basis rural banking should 
be deiXed to be taken advantoge of by co-operative bodies m not onjy a^a) g- 
:na for the suppjv of uquisite raw materials and production plants ^ 
marketing most favourably tho finished products coming therefrom A Board 
^ each Province to supervise the above activities and to c^-ordma e large 
scale industrial effort with small scale industries must be set up, all these 
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boards being federated into & Central organisation for the whole of India as 
envisaged earlior. 


21. The foregoing analysis of our economic front amply brings home the 
fact that unless India is industrialised vastly and in such u manner so as to 
divert more than 50 per cent, of its able-bodied population to occupations other 
than pure agricultiire, chronic poverty in the midst of latent plenty cannot bo 
taokled successfully. India has always a large potential market for every 
industry. Poverty has, bowevei, obstructed the exploitation thereof. Poverty 
cannot be warded off unless t)u- stiimlard of life rise.s and the slainlaicl i.f life 
canuot rise unless increased productive efficiency is fully operated in all diiec- 
tions. The development of one industry leads to the growth of otlier industries 
and the exploitation of productive efficiency. “Infanb Industry" and "absence 
of market" arguments are riddles in tfie nature of lame excuses to deny positive 
action calculated to step-up the oxerall wealth of the country. Tlie practice 
of considering market for eocli industry separately as if mass consumption is 
watertight and confined, is not only deplorable but is also to theorise on facts 
that hardly ever exist. 


22. The stipulation by the Indian Fiscal Commission 1922 of tin. triple 
formula for seeking protection not only vitiates the doctrine of protection itself 
but carries witii it serious haws. The three conditions laid down are virtually 
not only inconsistent! but incompatible also. The growth of ariyone industry 
depends upon the growth of other industries and to say that a particular 
industry does notj possess "natural advantages" is to blind ourselves to the 
above essential requirement. As an example, glass industry in India can 
thrive absolutely if it possesses the natural advantages of a develop.- 5 d soda ash 
industry but the soda ash industry cannot flourish unless there w.is glass indus- 
try to absorb its products. Another example is of pig iron and steel. In most 
instances raw material suppHes are obtained by European industries from vast 
distances and the only natural advantages these industries can claim are skill 
^d power resources. By regorously imposing "natural advantage" formula 
the oyerell development of industries have had to be shelved. Tl.ere is no 

anywhere m the world which possesses all the natural advan- 
t^es before exploitation of the same can be thought of. It is to the concept 
^ comparative advantages that the Fiscal Commission must haw 
more attention than to absolute "natural advantages”. Condition.s of "larse 

'"artets and cheap power have already been discussed in the precedine 
paragraphs. The second condition that the sTOwth of indnst.v i ® 

y® protection is obviously inoonsistent with the first condi- 

t on discussed. The element of doubt has to be estabUshed to desewf ptotoo 
tion. Then again the third condition that the protecHve iiv W?- . , , r 

cor!ie“an/ take"s“f engenders a forecast of shape' of tliiii.'s“to 

to cCa“d ttos^®fSmto '’1 “ “eiU^'absototdy 

Man stniggling lXSL “"® *<> ‘he 


C.Z toite^nS^M^e TaiiT^^^^^^^ were 

In orfer to cause even "these enquiries. the“ M:to;“‘l,~oliu^ ‘rha^rio 
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apply to Commerce Department had to be taken recourse. On an analysis of 
these enquiries upto 1938 the following interesting results are revealed. 

Tclulation of enquiries 


Class 

1 Tariff B lard's action 

1 

1 Government’s action 

1 

1 

1 

Numbor 

A 

T.iriff Board ror-omtnonded prole tion hy 

' cliitioi or b>unHe.3. 

1 

Government accepted 

I 

26 

B 

1 Tariff Bo nd rec 'mmondod pro‘e-tiou l\v 
diitio-i or lioun io.s. 

1 

Govo nment ni 'cliticd 
propo.sftls. 

11 

C 

Tariff Board recommended protection by 

1 duties or bounties. 

Government rejected T. B.*s 
prop )saU 

6 

D 

1 

Tariff Board rejected claim t> protection. 

Governraont a('cei)ted T. B.*s 
proposals. 

7 

E 

Tariff Board rejected claim to protection. 

Government intervened 

0 


In class A, i.e., in the industries whose applications were accepted both 
by the Board us well as by the Government were steel (4 enquiries), Plywood 
and Tea Chests, Sugar (1 euquirjO, Sulpher (tariff equality). Printer s Ink (tariff 
equality), Wagon building (Matches), Paper (1 technical, 1 substantive). Cot- 
ton (1 anti-dumping, 1 substantive and 1 reduction of duty), Salt, Magnesium 
Chlorid- (2 enquiries). Gold Thread, Wire and Wire Nails, Removal of revenue 
duty on Pig Iron, Steel mils and Tariff Equality (3 enquiries into other indus- 
tries). Thus out of a total of 25 enquiries, that were approved of by the Got- 
emment only about 13 enquiries were in connection with substantive proteo- 
|ion and out of these again only 6 related to rnajor or important industi'ies. 
Many enquiries for tariff equality and technical ciianges fell in this group. In 
class B, i.e., where the Board recommended protection but the -.yovemment 
modified the proposals, are comprised Paper (2 substantive), Steel (1 anti-diiinp 
ing and 2 substantive), Shipbuilding, Electric Wire and Cables (tariff equality), 
Sericulture, Sugar other Tariff Equality (2 enquiries). Thus important 
enquiries like those for Steel. Sugar, Sericulture and Paper went through tli.^ 
nibbling process of the Government. 

Tn class C i.e., where the Board recommended protection but the Gov- 
..nrnpnt reiected the Boord’s proposals, we have seven enquiries including 
Snt citton (1 ntiti-Jumping), Heavy Chemicals, (ilass, Scncaltmc an.l 
the \Aoollen Industry (in the former case, Report was sliehed in I94t)). 

7 ’ c n i c wliere the Board rejected claims to protection and the 

^ In c-.iass ,,1 six industries, including Magnesium 

Sr'spX "{t:chnicaf), Wire aod W,^ Nails Coal, Oil, Electr.c >res 

and Cables (substantive) and Shuttles (tanff equali y). 

Tn Class E i e. where the Boord rejected an application for protection and 
the Gofenrmt;;t intervened in the interests of the industry, we have no mdusti, 

at all This fact is rather significant. 

24. A survey o£ the worUmg oJ 

Fiscal Coltimissiou 1922 ,nesist!,ble conclusion lliat clash of interests 

this very .sniijoct leads one to , towards fuller and freer development 

behind scenes and Jeenarding duties than in developmental 
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25. A close study of the “Eeview of the work of the Indian Tariff Board 
«nce its constitution in November 1945” reveals that, at long lost, as a result 
of the experience gained during World War II, tlie neces.sitv , fnr lihcralibing 
conditions of protection in order to step iip at least industnes from strategic 
and defence points 9 X view dawned on the powers that be though it is yet to be 
realised that more than liberalising conditions of protection, it is necessary to 
liberalise the spirit in which the problems of protection are approached. I'iscal 
policy of the future must be so framed as to stimulate rapid industrialisation of 
the country on one band and export trade in semi-manufactured and manufac- 
tured goods on the other. Appropriate tariff measures and other forms of direct 
assistance calculated to prevent unfair competition and to promote fully the coun- 
try s resources must be capable of being adopted on a stifl&ciently elastic and lil^eral 
basis. The ideas on State trading and regulatuiu 01 indUNlries except in c-asc .d 
pureh defence industries and public utilities must he given up. Obligations 
fo maintain wag© and Jaboui standards trained technical personnel on State 
nomination, bring about progressively a rednctit.n in costs and overheads iinder- 

ake research with a view to iraprovo technology and to, devise new and eoono. 
xnio methods of production, avoid waste in any shape or form and assist auxil- 
ary industries could be profitably imposed on promoted industries. 

26. Non-Fiscal measures such as initial loan finance from Government con- 
trolled financing corporations or agencies, railway rates adjustments and con- 
cessions, conservation by legislation of essential raw materials, power and 
fuel control and their rationed supplies to industries on utmost favourable terms 
and the procurement of technical personnel must be capable of being deter- 
^ned for allocation to any applying industry after due examination of tho cases 
fiLal^aid entrusted with the task of ascertaining protection and 

27. In order to determine the manner and quantum of protection and the 

extent of non-fiscal aid as detailed above and to supervise the appropriate use 
-of State aid rendered to any industry, a permanent Tariff Commission com- 
posed of not more than five members, two from industries, one from agrii;ulturiil 
and primary occupations and two from Government representing finance -md 
commerce ministries should be constituted with a iSecretariat of trained econo- 
mists and businessmen with practical leanings. Better stilj it will lie to con- 
stitute a s^arate economic civil service to work in the secretariat of this Com- 
mission. The present system of having apply to Government for protection 
must be replaced by free allowance and right to make applications to tho Com- 
S^hem C^”=^asion should be able to enquire into cases referred 

^thrP^Lnft ^ "^‘'^““cndations to the Government. A time limit 
^ t^ee months should be fixed for Government to decide upon their line of 

ihereX'"''Tha the Commission and report submitted 

fve years! ^ ^ members of the Commission should be 

*0 in so far as part I of the questionnaire is 

concerned the above are the tentative views of my Chamber on certain principal 
issues raised therem and I have been asked to forward these views to 
^e Coi^sion before the delegation from the Chamber are examined oral^ 
by the Commission detailed answers to every question in Pait I o' the oue^ 
^Maire IB still under wnslniction for submission to the Commission and these 
^11 placed before the Commission by the close of this vear Tn Tocr>o/.+ t 
Part n of the questionnaire the answers already forwarded^to the ComSf* *• ^ 
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Enclosure to letter No. 4873-49/i?.26, dated the XStk November, 1949 

From 



J. V. Krishnan Esqr., M,A., B.Oom., 

Secretary, Merchants' Chamber of TJ.P., Kanpur. 


The Member-Seoretary, Fiscal Commission, 

Ministry of Commerce, Government of India, New Delhi. 


Dear Sir, 

I am directed by the Council of my Chamber to acknowledge receipt of 

your letter No, l-Fis/A(5)/49, dated the 2ath June, 1940 regarding the question- 
naire issued by the Commission and to say that after thoroughly going through 
the Commission’s questionnaire in two parts, they find that any attempt to 
answer the questionnaire separately in two parts may and will lead to the 
isolationist consideration of the different issues involv^ in the .terms of refers 
ence of the Ministry of Commerce, Government of India as per their resolution 
No. 34-T(37)/48, dated the 20th April, 1949 and that it therefore appeara 
neither fair from the point of view those answering the questionnaire nor from 
the point of view of the Commission’s wholesome consideration of the issues 
involved. Specific answers to questions under Part 11 clearly involve certain 
fundamentals raised by questions in the questionnaire in Part I and that Part I 
and II are greatly interdependent. In spite of the economic potentialities and 
population of India we lack modem industries even upto the standard of our 
exploited potentialities and man-power. This is because there is today the 
absence of industrial atmosphere. We have now a Government which under- 
stands its people and which is really and rightfully expected to function for 
its people’s welfare and which in the opinion of the Council is making every 
effort to teach our nationals here better wavs of earning a living. The confidence 
that a paternal Government of the type we now have, should fully inspire 
amongst businessmen and industrialists of this country, would be found most| 
valuable in the case of Indio. This confidence must of course be backed by a 
determined policy in support of a rapid tvad comprehensive industrialisation. 
This again would mean an all out effort and a go-ahead policy of generous 
protection rather than cautious nibbling at the policy of protecrion to subse^e 
our international commitments both patent and latent. We have seen tha« 
during the last half a century our subservience to the imperialistic interests of 
the United Kingdom bad kept us all starving while Japan our neighbour with 
not a third of the potential resources as we have, could steal oyer us a march 
of two generations in respect of the operation of modem industries. 

Mv Chamber fuUv recognises the fact that the ratification of the Havana 
rhnrter is looming large on the horizon as an immediate mtemationnl issufr 
on this account wo are obliged to expedite consideration of that question 
earlier than the other issues referred to the Fiscal Commission by Cove^ 
mLt But at the same time we wonder if we cannot play foi time to a h 

.qpfprmine our attitude in a more wholesome manner and secure for 
Tthat insurance of a secured seat in the international Trade Organisation as 

has been conceded to the II.S.S-R. 

been so far collecting to answer your questionnaire m full. 
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Replies to the Questionnaire Part U 


89. Yes. 

90. Yes. 

91. Does not arise. 

92. In so far as Article 12 of the Charter broadly concurs with our Hon’ble 
Prime Minister’s statement in the Parliament on the 6th April, 1949, my 
Chamber considers that the terms and conditions of the Charter for continued 
employment of existing foreign capital is broadly in confoimity with the require- 
ments of India. 

With regard to new foreign investments, the position in respect of their 
ultimate liquidation as and when the necessity may arise in the interests of 
nationals of this country in any future dote must be mode clear and shall be- 
come reimbursable in this country’s currency only. 

93. While my Chamber is in agreement with the broad lines as stated in 
Chapter IV of the Havana Charter, they feel some more time is required to 
judge the effect of the working of tariff concessions and preferences granted and 
acquired so far and that a complete answer to this question could be provided 
only in the background of the answers given to certain questions in Part I of 
the questionnaire. 

94. This can be answered only when answers to Part I of the Questionnaire 
can be completed and this issue is considered in the light of those answers. 

95. My Chamber anticipates no injurious effects to our trade and industry 
on account of the country’s acceptance of the obligation of the Cliarter in the 
short period placed as we are in respect of technical skill and research and 
capital goods. But the repercussions of our acceptance of the obligations under 
the Charter over a long period cannot be judged now unless we had a clesir 
picture of the industrial policy that our Government is going to follow ahead 
and in terms of the recommendations of the Fiscal Commission. Placed as 
our economy today is, long range commitment in the matter of international 
trade and tariffs must not be risked now unless the advantages to be secured 
from such commitments will be in the order of stepping up our average standard 
of living within the next 10 years to that of Great Britain before the Wtu*. 

96. Yes. 

97. The point does not arise in view of the answer to Question 96. 

98. While my Chamber agrees with the structure and functions of the 
International Trade Organisation as provided for in the Havana Charter as 
well as with the broad basis of procedure laid down for its working, India’s 
position and status in the International Ti'ade Organisation is not as it ought 
to be. Since one of the aim of the Charter is to develop trade and employment 
in under-developed countries and since India has admittedly great potentialities 
for development in respect of materials and man-power, the status and position, 
given to India in ^e International Trade Organisation in terms of business in 
intemational field in 1938 does not appear justifiable. With a population of 
400 millions and great potentialities for development and owing to the fact that! 
India h^ been subservient to the imperiaUstic interests of Britain without) 
haying been allowed to decide its destiny, the basis for the determination of 
Jidia s position and status in the proposed Intemational Trade Organisation 
^uld be not only the 1938 basis of India’s participation in the international- 
trade but also of India’s population and potential resources. 

99. Yes. 
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because the effe^s ^ answer this question in any detaU 

period than for nfne rnSr""' ^ over”a longt 

101. Yes. 


because the effectf o? co^cessiont^^!^^^^^ ^ ^ any detail 

penod than for nine months Factor sueh'' n ^ 

mg inflationary trends both inflrn r as sellers market speculative trad- 

influence and concessrons hfveTn T'*. 

With the partition of India Indin and not with these factors, 

jute goods and ^w cotton t’nl in jute, 

cotton itseHT,4n a^nthel t 

to feed the home industry. ‘ development of raw jute production 

103. The statistical information and material provided by the Government 

No. ’lOaTlVn^t be Se^'lt rhi^TtaJe."’^^ 

m My Chamber woidd not favour the continuance of the tariff concessions 
^nted beyond January 1, 1951. My Chamber would like to wait the delibera- 
tions and report of the Fiscal Commission in respect of matters impinging on 
mdustrial development of India as well as on matters connected with the protec- 
tion of industnes in India and then will be able to give any definite answer to 
any question of this nature. 

The foregoing answers to Part II of the questionnaire are tentative and are 
submitted in hurry in view of your requirement as snecified in para. 6 of your 
letter. My Chamber expects that the Commission will impress upon the 
Government of India the necessity for giving some more time to receive answers 
to the questionnaire in both parts simultaneously and at one and the same 
time. Should this happen and should Government of India agree to the 
recommendations of the Commission in respect of this matter, we shall be only 
pleased to go through this subject once again and shall be prepared to have 
the entire matter reconsidered by practical businessmen and industrialists of 
standing in this part' of India before final answers are ironed out. 

Railway Rates 

The position at present regarding goods freight rates over Eailways is that 
“Flat Class Rates” still continues to operate, however, on a uniform basis with 
six schedules for telescopic rate for full wagon loads. This has presumably 
been done in order to guage the results of experiments in telescopic rates before 
a comprehensive “telescopic class rates” could be determined. 

Discuss : 


(a) Historical background of rates policy, 

(b) Port rates with examples. 


Opinion . — With the rapid expansion of industrial and manufacturing activity 
in the country, railways are facing rates problems of a fundamentally different 
character. Domestic production is gradually replacing imports of many classes 
of commodities and this is proved by the statistics of the volume of imports 
and domestic manufacture during the last twenty years, which disclose a pro- 
nounced decrease under the former and an equally pronounced increase under 
the latter. Imports of iron and steel, yarn, sugar, matches, soap, cement, 
cigarettes and tobacco — to mention a few items — record a substantial decline, 
while manufacture under these heads in India has advanced^ considerably. The 
economic transition to the present stage of home production has caught the 
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railwavs also. Tariff schedules based on long leads ot traffic in connection 
with raw materials moving to the ports at low rates and manufactured go^s 
bearing relatively higher freight charges from the ports have to l)c readjusted 
to what appears to be an opposite situation. The establishment of a nc\\ in- 
dustry aftecls the flow of exports by dome.-<ic utilisation of raw malcri'i and 
the imports by the substitution of the home product. Long leads are being 
displaced by short leads. 

U.P. Chamber of Commerce, Kanpur 

The terms of reference as staled in the Resolution No.31-T(3/)-48 require 
the Fiscal Commission to examine and review the working of the existing 
policy of the Government of India with regard to protection to industries since 
1922. The Commission is also to examine the question of commonwealth pre- 
ferences and their effects on Indian trade as well as the desirability or otherwise 
to undertake international obligations of the type implicit in the General 
Agreements on Tariffs and Trade and the Havana Charter of the International 
Trade Organization. The Commission is required to make recommendations as 
to the future policy which Goveniment should adopt in regard to protection 

to and assistance of industries having due regard to the short temi and long 

term aspects of the problem and the machinery required to implement the 
policy formulated for the purpose. 

The terais of reference are wide enough to include the consideration of such 

vital subjects as the effect of existing structure and form of taxation, place of 

foreign capital, capital formation and its availability, labour situation and 
economic potentialities of the country in general. 

The taxation policy of the Government has a direct bearing upon any 
scheme of rapid industrialisation and the success or otherrvise of any fiscal 
policy w'ill largely depend on the adjustment of tax structure to the require- 
ments of the industrial programme. Our present tax structure is heavily 
pressing on our industries and has reduced margins of savings and the flow 
of investment capital. It has sapped all initiative and business enterprise and 
has contributed m a large measure, among other factors, to the industrial 
stagnation and recession in business activities which are witnessed today On 
account of the low profit margins as a result of steep direct taxation, capital 
for industrial and commercial projects is not readily forthcoming however 
sound they may be. It means there is little scope for capital formation in the 
country at present although the need for the maximum amount of capital 

pSlr'Mf '-"Y- economicailv backward, 

burdpn. n!" 'fT Provinces and States are heavy 

A "o co-ordination of the policies pursued bv the 

brthe difflp Tp t«x imposed 
infpt n Provinces have been to a large extent responsible for checking 

thp Similarly, the Octroi and terminal duties imposed by 

the local authorities have their own share in taxing industry It is thereford 

'nTelZnt\h‘'‘‘‘^‘•'^^^^^‘“’^ b^xamiiS in alT’its aspects 

IJ X ‘ objectives of the fiscal poliev that may be evolved There 

taition’!"’'’" ‘he Central, Provinoial and local spheres 

. J" ■""‘".'=“‘‘“6 t'*'® .loog-temi fiscal policy of the country, the place of 
foreign capital m the industrial set-up of the coiintr,' mnef l.o rn!! xi 
ex-amined. It is no doubt true that the country reauir?s lnr« 

for implementing the various nation-building p^ogri^es of ^reoonstnicUorTnd 
recovery and the tapping of unutilised resourL? Tseei^s SeXX W 
have to import foreign capital which will bring rvith it also the r^eukite tchr 
-cal personnel and know-how and wUl.also faoUitate availabiSy 3\apital g^' 
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in» that “aioi safeguard the national interest hy provid- 

in^IndLnTanL ThU f“W control should always be 

“xaminltion of th» w TariH Boards in their 

Xi^h ar^ o.f w a n industries for protection. The industries 

which are established by nationals of other countries should be called upon to 

^ter their constitution so as to vest the majority of share capital and control 
in Indian hands within a reasonable time. They should also provide opportr 
unities for the technical training of nationals and to provide profitable employ- 
ment tor national capital and labour. The teims and conditions on which 
foreign conceras should be allowed to be established in the country should be 
in keeping with the statement of Industrial Policy, i.e., the major interest in 
ownership and control should be in Indian hands. The issues raised above are 
of gi-eat significance in the context of our industrial policy and will have to be 
carefully examined before an appropriate fiscal policy is formulated. 

It is necessary to make preliminary observations on the nature and working 
of the policy of discriminating protection and the need for a complete orienta- 
tion in our fiscal policy calculated to encour^e and promote rapid industrialisa- 
tion to the fullest possible extent. The policy of discriminating protection has 
proved to be slow and ineffective and was not appropriate to meet the require- 
ments of industrial development of an under-developed and agricultural coun- 
try like India. It is no doubt true that some industries have received protec- 
tion at various stages, but during nearly twenty years of the operation of the 
policy, only few industries have developed or established under protective tariffs. 
If a more liberal and vigorous policy were pursued, India would have achieved 
lier industrialisation at a much faster pace and would not have been found 
unprepared on the eve of the second world war. In fact, some of the industries 
were developed and stabilised during this perio<l owing to the rising nationalist 
sentiment and the initiative of the Indian industrialists. The policy of protec- 
tion was halting and half-hearted and was essentially of a safeguarding type. 
No basic or key industry has been established and certain industries like glass, 
cement heavy chemicals were denied protection. The protection granted has 
been piecemeal and of a restricted type. Several defects have also been foimd 
in the machinery, procedure and formalities connected with the implementetion 
of the policy of discriminating protection. It was an integral part of the 
scheme to establish a competent and impartial Tariff Board. According to he 
recommendations of the Fiscal Commission of 1922 the Board was to be a 
permanent bodv. In course of time the Tariff Board became an (id body 
Ld it became “difficult to secure a consistency m 
policy The powers and functions of the Board were not defined in a 
manner and were strictly limited. The Board had no imliahve and oould on^ 

rejected without lefemng the o , industrial and economic 

a fresh approach to the the cause 

development. The policy m f ^ M down bv the Fiscal Com- 
of Indian industnahsation and P ^ j should be restarted to suit the 
in 1022 nee, 1 development. At the 

needs and requirements of our indu ^g.gggory to take into consideration 

time of formulating such » our economic structure and the 

important factors such as the effect^ o partition has seriously 

i;erious repercussions of partition on ou ‘ supply of raw materials 

Sed the textile and jute mdust^ “ o ^se r^fmaterials, is now 

“'d rt"h?posUten : anlmror Thdr production at least to the 
^tfof °our''1nlustal requirements is imperafye. 



265 


Pressure of food production is also bound to effect the production of other 
•commercial crops. It is thus necessary to have a planned agricultural 
economy arriving at a balance between food crops and other cash crops of 
industrial importance. 

The devaluation of the rupee is also on important factor to be considered, 
to estimate the nature and volume of the foreign trade of the country. The 
fiscal policy of the future should not merely be an instrument of industrial 
policy but must be viewed as an integral part of the larger economic policy 
as a whole. The Tariff Board should be a permanent body ve.sted with wide 
powers and functions. It may be authorised to undertake an investi- 
gation on its own initiative in respect of the conditions of a given industry 
and its specific problems. Further, it may be empowered to review from 
time to time the working of protected industries and report to Government 
the progress made by such industries. 


PART I 
Section A(i) 

Iniroductonj — Changes in fhc ecoiwinir bachgrouud since 1022-23: 

Various factors have affected the economic structure of the country since 1022. 
The first main factor which influenced the economic baclcgminid was the dopres- 
sion in^ 1931 which affected the country which passed through the severest 
depression and in spite of the industrial potentiality there has been little 
industrialisation. The country has remained mainly agricultural and there 
have been some changes in the industrial sector in respect of a few of our 
main industries as cotton textile, jute manufactures paper, sugar cement 
matches etc. The Government’s policy of protection has played a very 
small part in contributing to the development of any industry. Another im- 
portant factor that has influenced the economy of the country in the inter- 
war peri^ was that of the national struggle for attaining political freedom. 
Wow that the country is no longer under the rule of a foreign Government 
which sacnficed national interests, the country is quite free to shape her 
economic policies according to the needs and requirements of the nation with 
due regard to the potentialities in resources and limitations. Further the 
partition of the country has also affected the economy in respect of resources — 
sgncultural and industrial— necessitating a review of the fiscal policy. 

The principal changes in our agricultural situation in respect of produc- 
tion, consumption and international trade are: 


agricultural economy there has been fleteriora- 
TOulation ^ quantities of food to feed the growing 

(2) There has been restriction in acreage under commercial crops due to 
the pnonty given to the production of food crops by the various legislative 
measles of the produces. In respect of consumption it is rather difficult 
to indicate any specific change in view of the complete lack of statistical data 
However It may be ohsereed that on account of controls and rationing as 
well as the war-toe conditions and increase in money incomes, there has 
been to increase m the demand for consumption of food products bv the 
population as well as raw materials by industries. ^ s y me 

In respect of international trade in sgrioulturaj commodities, there has 
been a signiflMnt change m the traditional pattern of our trade which con- 
sisted of experts of primary produots and raw materials and import of manu- 
faotured produots. On account of the war-time requirements m well m th. 
pressure on demands for internal consumption, the revised policy of the 
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Government to preserve the use of raw materials and food products to the 
maMinum extent tor internal cousumplion changed the old pattern of trade 
and steadUy there has been a decline in the export of raw materials and an 
incr -ase m the exjiort of semi-monufactured. processed or manufactured articles, 
belore the war, about Gi per cent, of the coimtr 3 '’s imports consisted of 
manufactured goods and the export of manufactured articles stood only at 
29 per cent. This trend has now been revei-sed, but this should not be taken 
as a pennaneiit change in the patterns as the industrialisation of the country 
has not proceeded according to any plan which would guarantee the mainte- 
nance of the altered pattern of our external trade. 


the expansion in acreage and i)roduetif)n of such agricultural products as are 
used directly as raw materials for purposes of industrial production or in 
tile process of manufacturing industrial products. A preliminary plan would 
be necessarv- regarding crop production to meet tlie increased needs of internal 
consumption as well as industrial uses. That would mean in effect striking a 
balance lietween the maximum development of agriculture for se’f-sufficieucv 
in food and for the targets of industrial production set up over a period. 
Similarly, the changes in consumption luibits would inlluence the demand for 
nianufacbnred articles thus maintaining the pressure on the scarce raw 
materials and unless there is a simultaneous and rapid improvement in our 
agricultural production, not only of fc'vl crops l)ut also of cash crops, the pace 
of industrialisation must be held up. or to tliat extent, import of raw maleriaJs 
or food will be necessary, which mav net be ultimately in national interests. 
Further, in order that industnalisation may advance rapidly imports of 
essential capital equipment and raw materials in some cases are necessary and 
the flow of these into t)ie country is conriitioned by our capacity to pay. winch 
again depends on e.xchange resources available and the rate of our imports. 
There is at present a great need to make a balanced allocation, of the agn- 
cultural resources except in foorl products with a view to majntam our hold on 
foreiou markets until such time as the manufactured articles resu ting from 
groivdng industrialisation find a plaee in tliese or other new markets. The 
heavy cost of imports of food is a drain on our financial re^urces which cm id 
1. u 4^1 iifiiicdri fnr thp imports of eouipmenfc for the dG\6lopni8nt of in- 

dLtri i hat extfn: anr-ccess ^cllieved in popping tWs dram will 

teatlThelp the pace of industrialisation by facilitating greater imports of 

^ential raw materials and equipment. 

For an all-round industrialisation of the country, the following industries 
would require to be promoted: — 

, j . • Q.w.ii •.« lircfirms munitions, explosives, shells and 
U,rp^£!^anks'' and armoured' cai., warships inciuding submarines, military 

aircraft, gas and gas masks etc. 

T 7 i • oc irnn ‘Uid steel outomobiles and trao- 

A iyuUmiTicR —Such as cotton and woollen textiles, silk 
a, id^taTmarutti'i’^ta, match mannfacti.ring, bicycles, s.arcb, motor 

vahiole battery, glass industry etc. 

S.nnc.s.-Snch as Banking, shipping and insurance. 
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Cottage a7id mnall'Scale indastnes . — Have been an integfal part oi our nation- 
al economy. Even jit present, cottage and small-scale industries play an im- 
portant part in our rural economy. The agi-iculturist in India is not engaged 
m agricultural operations throughout the year. He pursues some other occupa. 
tion to supplement his income. Among the subsidiary occupations still pursued 
by him, are hand spinning and weaving flour gi-inding, rice pounding, basket- 
making etc. There are other village industries also which are carried on in 
vilnges as sole occuparions such as blacksmithy. carpentry, weaving, tannery, 
pottery etc. Most of them have been in a state of decadence. During the last 
woild war some of thein got a filhp but that was only a temporary phase. The 
question of their rehabilitation and development must be considered in a com- 
prehensive manner. Iheir promotion and development will greatly reduce the 
heavy pressure on land and a balanced economy will be evolved.' Cottnee or 
small-scJe form of production is particularly suited for the better utilisation of 
the local resources aud tor the purpose of achieving sclf-snlllciency in respect 
^ certain essential consumer goods sucii as cloth and agricultural implements. 
'Ahateier- the pace of large-scute industrialisation tliere is no doubt tliat both 

eoiintf “ have a great scope in flio economy of the 

CO i ntry. Tlie relation between them should generally he of eo-operntimi. 'riiey 

long term poi^’of vieV. 

be de:eCr‘^::^sZ;t‘a:rSu;r'^ - 

^heop breeding, dairy farming, fruit cultiva- 
hon, gardening, gur making, cotton ginning^ etc. 

he are some of the smirll-scile and cottage industries which can 

be developed as supplementary to large-scale industries: 

Motor repairing tape making, bobbin making, metal-ware tile and bricks 

ware,^t;reriersiW rreareto^ 

The following can he developed as independent- units of production- 

are removed and provisions are made to snfeguardtheir interLts Vr 

Factors in the formulation of a new fiscal policy : 

oxtenrar tmd^’^-hicb lafc^o^nstSb^'^itedTe^t^Tr^ 

advantages gained during the war in thA maintain the 

Eestriotions "and ^ontmls^lve Ten 

ti»e to time. There has been Se dkttisfanw 

toumty on the ineffective end inefficient admimrtrationTZse cSs" “S 
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nefc result of the unco-ordinated and plan-less manner of administration of the 
controls has been a shrinkage in the quantum of trade during the period as weU 
as a widening of the gap in the balance of payments. On the whole the effects 
of the legislative and administrative measures have not been successful in plan- 
nmg our foreign trade so as to help the growth and development of industries. 

Under the present state of economy, it would be necessary to combine both 
fiscal and non-fiscal measures in a judicious manner with a view to protecting 
and developing our industries. While it is necessary to resort to fiscal measures 
such as tariffs, combined with quantitative restrictions for protecting war-time 
industries, it may be equally necessary to facilitate the supply of industrial 
raw materials, essential plant and machinery, technical personnel, concession 
in freight rates etc. An appropriate tariff policy will help the expansion of 
external trade by facilitating the imports of essential raw materials, capital 
goods and machinery required for industrial development of the country. 


The main objectives of the tariff policy in the short period should be (i) to 
maximise production — both industrial and agidcultural — by all possible means, 
(ii) to protect and develop the essential war-time industries as also a number 
of other industries which had come into existence during the difficult period and 
have helped to sustain our national economy, and (iii) to develop and assist 
such industries wliich can command tm export market so as to be able to adjust 
the present adverse balance of trade in an advantageous manner to the country. 

There is a great need for adopting a policy of full-fledged protection directly 
related to the country’s need for rapid industrialisation. An assurance for a fuU- 
fleged protection will provide the requisite incentive for the development of new 
industries by attracting the necessary initiative on the part of the enterpreneur 
and capital. The main conditions which should govern the recommendation of 
protection by the Tariff Board should be (i) that the industry is sufficiently 
important from the point of view of the national interest and is in need of 
protection or assistance; or (ii) that the industry is in a position to command 
an adequate home market or a potential export market, and that the burden 
of such protection or assistance to the community is not excessive. While the 
consideration that the industry, within a reasonable time, should be able to 
carrv on successfully without protection or State assistance is important, it is 
not desirable to incorporate the same as a condition precedent for grant of 


protection. 

The following are some of the various alternative methods used for protec- 
ting industries in modem times: — 

(i) Protective Import Duty, (ii) Bounty or subsidy, and (iii) Quantitative 

restrictions of imports. The imposition of import duties is f 
as a method of protection but recently it has been recognised that tariff prote^ 
tion alone is not adequate in numerous cases and it has become imperative to 
combine tariff with quantitative restrictions for protecting industries against 
rn^rcompetition and dumping. The Tariff Board should be free to determine 

measures of protection in each case on its own merits and may 
Xmmend such protection in any one of the forms of tarilf subsidy quote 
restriction or a combination of these measures, according to the needs of 

given industry. 

The imnosition of export duties should not be favoured as a pneral wle 
sarnie fall on the domestic producers and discourage production. How- 
“vet in Exceptional circumstances export, duHes are an effeo^e me hod of 

L^oal eTrt tw mEy resort \ in the form 

found to be m ^1 balancing of the needs of domestic con- 
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An established industry may be given an export stimulus by any one ol, 
ithe following three methods namely, (IJ subsidies, (2) tax relief, and (!)) freight 
relief. While a direct method of subsidy is considered more effective for stimu- 
lating exports, the same is likely to meet with objection from importing 
countries as representing unfair competition adversely affecting the terms of 
trade. The feasibility of applying the method of taxing the profits of export 
trade at a low'er rate than the profits of the home trade as an alternative form 
of inducement for stimulating exports should be carefully, considered. 

On the question of a minimum or a maximum duration to be laid down foi 
protective measures, it is suggested that the protection granted to an indvistry 
should extend for a reasonable period so as to afford sufficient scope for the 
development and expansion of the industry. Protection in the first instance 
should be granted at least for a period of seven years and further extension 
must be subject to a review by the Tariff Board. Having regard to the special 
factors and oii-cumstances pertaining to industries, largely of the nutuiv of basic 
■or key industries, a longer period may also he granted. 

Our long tei-m fiscal policy should be : 

(i) broad-based and comprehensive to form an integral part of our larger 
leconomic policy. The larger economic policy of the country has for its ultimate 
objective the increase of national wealth by the maximum exploitation of the 
ooiintiT’s resources in industry, agriculture and man-power< The aim of the 
long term fiscal policy should be to facilitate the rapid industrialisation of the 
country by positive measures as well ns indirect measures to prevent any 
external or other factors to impede the continuous progress of industrialisation. 
In short, the long-term fiscal policy should, through appropriate tariff measures 

direct assistance, prevent unfair competition, promote 
the full utilisation of the country’s resources and safeguard and protect the 
growth of industnes. 


(u) Having regard to the future structure of our foreign tmde, the long-term 
tiscal policy should aim at expanding our exports and imports along the altered 
•coui-se of trade noticed during the war period and also to diversify trade along 
new channels and to new markets. Our policy should aim at the' maintenance 
and gradual improvement of the existing pattern of trade in respect of com- 
position and direction and an expansion on the quantum of trade with a view 

K ? balance of payments and creating a pennanent 

favourable balance of trade position. 

in process of implementing their industrial policy or 

m facilitating the objectives of our fiscal policy is it necessary for government 

^ participate in foreign trad'e. neither in the 
short period nor in the long run. The two issues of State participation in indiis- 

^ and State participation m trade ai-e entirely different and the latter need 

arise out of a policy of State control and management or protection 
awarded to an industry or industnes. * 

Non~fiacal measwres for the promotion of trade and industry. 

The following are some of the non-fiscal measures which Government should 
Ssfrifll" Implementation and furtherance of a comprehensive policy of 

1 essential industrial raw materials, plant 'and 

macWiT, cheap fuel and power, cheap, adequate and quick transport 
for the movement of raw, semi-precessed and finished products techni- 
cal personnel of ^'^erent grades, technical information about industriarmethods 

mav^h^n^tr find such other concessions and facilities as 

Jnay help the rapid mdustnal development of the country. The Government 

^st accept primary responsibility for supplying the necessary facilities for 
lYMofCom. 
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bringing about rapid industrial development by the maximum exploitation of the 
country's resources and thereby increasing the national wealth of the country. 
Among the measui'es considered important for bringing about a rapid industrial 
development of the country may be mentioned : development of transport 
facilities, development of power, survey of mineral resources, scientific and 
industrial research and promotion of technical education. 

The following are some of the suggestions in regard to the manner in which 
Government can facilitate the promotion and development of industries: 


(a) In case of essential industrial raw materials which are not produced in 
India in any sufficient quantity or are not at all available in the country, Govern- 
ment should adopt a policy of free import without any restrictions excepting 
such cases where India is granted a quota under an international commodity 
agreement as in the case of tin, rubber etc. While the Government has already 
removed the restrictions on the import of certain essential raw materials, it 
would be necessary to formulate a definite policy in the light of the require- 
ments of industries in respect of essential raw materials which are not readily 

available in the country. 


(b) Import of essential plant and machinery is one of the principal requ^^ 
ments of the country during the post-war period with a view to implementing the 
plans of industrialisation. As most of these essential plant and machinery will 
Lve to be purchased from abroad at the present irffiated pnces. Government 
should try to help the industries in reducing their mitml capital 
the minimum by refunding duty on all machinery im^rtod PBy 

Sion or reorganisation of existing units or for estabhshmg new industries, aj 

(a) Almost all the Industrial panels, which have submitted their reports ^ 
varimis industries, have emphasised the paucity of tec^ic^ P^bbslg ™h 

grades for the development of ^ Jment There should be full 

and technological institutions y ™ research bodies and the in- 
co-ordination and co-operation between the ^ ^ as a link 

dustries. Associations orSnrilc and Industrial Research and 

'„trt^t"dSutthe%SlXdtchni^ informufion about the latest m- 

dustrial' methods and processes to their constituents. 

In respect of the supply of “ * 

tiou has already been established. Und r industries 

offered by the Corporation may be suf^cie^t t h finance so 

concerned but it seems necessary to cnlargej^ scop ^ 

as to meet the increasing demands of mdusto b to one concern 

£'= — 

on the industries. 

Fiscal PoHcy in relaiion to Commonmalth preferences. 

The cuestiou of CommonweaUh prefere^es 

linht of the present economic conditions of ^be cou ■ _ ^ member of the 

country has attainea freeaom jl,ether because of the fact th^ 

t Jmranl h ^rirsioulTbe ahanaonea altogether ana provision shouia 
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be made for the application of the same if it is found beneficial to the develop- 
ment of our trade and industry. It should be recognised that it would be desir- 
able to retain the freedom of having a preferential tariff wherever it is found 
necessary and it benefits the country’s trade. In as much as preference in 
general with Commonwealth countries is likely to reduce our bargaining strength 
with non-common wealth countries in respect of items that may be needed from 
them, they should be continued only to the extent that they do not seriously 
affect our trade with non-commonwealth countries. Fui-ther, the preferences 
should be subject to periodical revision and modification in the interests of our 
trade expansion. 

The Jaipur Chamber of Commerce, Jaipur. 

The Committee of Chamber, carefully considered the Havana Charter in 
their meeting of the 17th instant. In their opinion the reduction in tariff 
levels, in accordance with the Charters objective of liberalization of International 
trade, would not be beneficial for India. Further the Committee are also of 
the view that it would adversely affect the industrialization of the country. 

Therefore the Committee of the Chamber are of considered view that the 
Havana Charter should not be ratified by the Government of India. 

We hope the Commission would advise the Government not to ratify the 
Charter. 

Federation of Indian Chambers of Commerce and Industry, New Delhi. 

I am directed by the Committee of the Federation of Indian Chambers of 
Ccininerce and Industry to send herewith their reply to the First Part of the 
Questionnaire issued by the Fiscal Commission and to request you to bring the 
same and the following to the attention of the Commission: — 

The Committee have given their very careful consideration to the Question- 
nahft which closely follows the Commission’s terms of reference as detailed in 
•the Besolution No. 34-T(37)/’48 dated the 20th April, 1949 of the Government 
of India in the Ministry of Commerce. It w’ould seem, as per the terms of 
reference, the main function of the Fiscal Commission is to examine the tariff 
policy of the Government and to make recommendations in this regard. Con- 
sidering that the Commission has been styled as “Fiscal Commission,” it is 
indeed surprising that an examination of matters pertaining to the finances 
of the State, i.e., how the Exchequer raises its finances and how governmental 
measures affect the ability of the people to save and invest, etc., have not 
even found a place in the terms of reference. The Committee attach very 
great importance to this question as the future commercial policy of India can 
best be considered only as an aspect of a wider and camprehensive economic 
policy which is directed to the building up of an expanding and stable economy. 
In the opinion of the Committee the most appropriate tariff and commeroia! 
polii',y cannot be applied piecemeal in a haphazard fashion, nor should any rigid 
formulre be devised for their application. The committee, therefore, submit 
that the Fiscal Commission must concern itself also with the basic issue as to- 
what Government should do to create a suitable atmosphere for Industrial 
environment. In this connection, the Commission must enquire and satisfr 
itself whether the present industrial and financial policy of the Government ii 
designed to achieve this purpose. 

An authoritative statement of the Government’s industrial policy is 
contained in a Besolution dated 6tb April, 1948 and it is the claim of the- 
Government that in formulating their policy due consideration has been given 
te the interests of the industry, workers and the people in general so that 
Government’s policy could achieve the twin objectives of higher produotioa 
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and more equitable distribution without jeopardising the interests oE any 
section. The Policy Statement is welcome in so far as it affirms the responsi- 
bility of the State for the economic welfare of the country and to the extent 
the Government have attempted not to lose sight of the practicable in the maze 
of what ought to be. For instance, while Government desire to play a pro- 
gTessively active role in the development of industries, they feel that for some 
time to come they could contribute more quickly to the increase of .national 
wealth by expanding their present activities wherever they are already operating 
*n(i by concentrating on new unite of production in other fields rather on 
acquiring and running existing industries. It is, however, a matter of dis- 
appointment that there are definite indications that the ultimate objective is 
the nationalisation of all industrial activities in the country. For the purpose 
of implementation of the policy of nationalisation by categories and stages indus- 
tries have been grouped under three heads: — 


(1) Those which are to be the exclusive monopoly of the Central Govern- 

ment. 

(2) Some existing undertakings will not be disturbed for a preiod of 

ten years and will be given facilities for efficient working and 
reasonable expansion. But new undertakings in this sphere will 
be the exclusive responsibility of the State. 


(3) The rest of the industrial field will normally be open to private enter- 
prise, individual ns well as co-operative. The State will pro- 
gressively participate in this field also, nor will it hesitate to 
intervene whenever it is felt that the progress of an industry under 
private enterprise is not satisfactory. 


While it may perhaps be necessary to treat certain industries of strate^o 
significance as monopoly industries of the State, the Committee have to point 
out that thev cannot see eye to eye with Government on the question of the 
respective roles of State and private enterprise in the present set-up cf the 
country’s economv. Having regard to the fact that a tremendous leeway has 
to be made Up in'tlie economic field, it is essential that private enterprise should 
be given full opportunities to play its full part in achieving the desired end of 
rapid economic development. Generally speaking, therefore, Government s 
industrial policy should be re orientated in such a way ns would assure the 
investing public about the future of their savings and an economic return 
thereon Moreover, industries in tlie hands of private enterprise must feel 
confident that thev would be given a fair chance to compete with the units 
which Government may set up. In other words, units manapd by private 
er.hrprise should not be discriminated against by Government in regard to 
rn-v materials, market, taxation etc. It implies further that any facilities 
which the Government units would enjoy in regard to transport etc., would 
L fully extended to private units also. In this context, the Committee wouH 
akn like to urge upon the Commission to consider Governments policy towards 
ioreign capital u/s-a-uig the creation of a suitable industrial environment in the 

country. 

Tn ref^ard to the importation and participation of foreign capital m India 
1 5 n Indian industries. Governmenfs first pronouncement on the subject is 
foun.l in their Statement on Industrial Policy (6th April. 1948), Government 

•■While it should be recognised that participation of foreign capital and 
enterprise particularly as regards industrial technique and 
knowledge, will be of value to the rapid industrialisation of the 
country, it is necessary that the conditions under which they may 
narticipate in Indian industry should be carefully regulated in the 
national interest. Suitable legislation will be introduced for this 
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purpose. Such legislation will provide for the scrutiny and approval 
by the Central Government of every individual case of participa- 
tion of foreign capital and management in industry. It will pro- 
vide that as a rule the major interest in ownership and effective 
control should always be in Indian hands, but power will be token 
to deal with exceptional cases in a manner calculated to serve the 
national interest. In all cases, however, the training of suitable 
Indian personnel for the purpose of eventually replacing foreign 
experts will be insisted upon.” 

In short the conditions laid down were (1) majority of Indian capital, (2) 
Indian management and (3) training of Indian technicians liy foreign technicians 
so that the latter might be eventually replaced by the former. The reaction in 
the country to Government’s policy was that Government were proceeding on 
the right lines. Important statements, however, have been made since by top 
spokesmen of Government including the Prime Minister and it appears there- 
froni that there is a marked shift in Government’s policy towards foreign 
Cfpita . It IS stated that the policy of the Government is to allow forei^ 
capital to come in to operate freely in the industrial field. The reasons 
ndvanced m support of this new policy are: 

(1) The paramount need of the country is an increasing measure of 

industnalisation at the most rapid pace possible^ 

(2) the amount of Indian capital available is not sufficient, and Indian 

capital IS also hesitant to come out even for a project bearing little 
or no nsK. ® 


"ot intend to place any 

SterpriL conditions which are not applicable to similar Indian 

While the Committee are second to none in wanting a rapid industrialisation 

b"ex rliseJ fr' circlsp“^ 

w, + 1 ? # t ? ? choosmg the means for realising the ends in view Anarf 


The reasons for keeping the basic industries of the country free from 

^untry are obvious. But even in the case of other mdustries 
consumer go^s mdustries, we think there are good reasons 
for a similar restriction * If forei^ comnanie^; wi+K l 

pnse bemg brought mto existence even at a future date Fven 

«^r*irieem:' against formidkb]: 

time, it will be possibie to restrfot or fec^Se t efe tapo^rtsl' 
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but foreign vested interests once created would be difficult to dis- 
lodge. ” 


Tije Committee also desire to point out that there are certain absolute 
factors wliicli hold good for all time irrespective of the stage of the economic 
develoj)ment or political status of the country in which foreign capital operates. 
The “stress on the need to regulate, in the national interest, the scope and 
manner of foreign ci^pital’’ does not arise merely “from past association of 
foreign capital and control with foreign domination of the economy of the 
country." It cannot be denied that the existence of foreign capital and the 
liabilities which go with it constitute a serious restriction on the country which 
uses foreign capital to manage its monetary policy according to the needs and 
requirements of its industry and trade. India has particular reasons to realize 
this fact as till lately the financial policy of the Government of India had to be 
programmed to meet tlie fixed external obligations of the order of about 
PiS. 50 crores. The country has to be wary before assuming new vesponsibili- 
tie.s in this regard. As any external financial obligation has ultimately to be 
paid for by export of goods and services, a very careful survey must be made 
to assess the country’s “transfer” capacity, i.e., the country’s ability to effect 
increased savings and increased exports. The fact that India is having an un- 
favourable trade balance now has also to be taken into account as external 
financial obligations can be met only through export surpluses. 

Th-.^ Committee liave to point out that were foreign capital permitted to 
enter freely into India, the objective with which protection to indigenous indus- 
tries is sought and granted will be defeated. The idea behind protection is to 
assist domestic concerns to build themselves up to meet the superior 
conii)i tition. In case foreign companies themselves are allowed to be estoblished 
in India, domestic concerns which are relatively weaker in regard 
resources and technical knowledge will not be able to compete with these 
foreign companies. Should these foreign concerns also get ^ 

Oovernmenta! assistance as any Indian enterprise, they will ■ 

strci.gthened and the effect on future Indian enterprise and capital can easily 


be imagined. 

In the Committee’s opinion, Government should f 

of their new foreign capital policy on the Indian shareholders^ fZLisr 

the National Govemment would encourage and protect ' 

fiiifT «nvin0s ill i\QW pioncGfing incii 


held o.i the ground ot introaucmg a ueaimy sp.wt . 

would Ik- that the foreign companies, which would ^ 

■idv nta"e bv way of greater financial resources and technical knowledge, wodd 
over the Indian units and the savings of the Indian shareholders in these 
unit; would thus lie adversely affected^ This will discourage Indian share 
holder; to invest in Indian enterprises. From all points of view, it is v'ey " 
an open-door policy to foreign capital will adversely affect the vanous sections 

t Ihf connTc“the Committee would also like to bring to the notice 

of the Fiscal Commission the reported procedure adopted by the 

rlard toliving permission to foreign companies to establish themselves in tbs 

r^rAac^A fhftt the foteijm companies should receive whafc seems to 
int') this matter also. 
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It is also pertinent to note here that the various Industrial Panels wl.ich 
had in their membership senior officials of the Government of India and repre- 
sentatives of industry and trade which guided the Advisory Planning Board 
(1947), felt that “what was physically poscible was also financially feasible”. 
That within a short time thereafter there snould be a dearth of domestic capital 
for implementing an e.xpanding industrial jioliev is a matter of serious concern, 
and this should receive a dispassionate and thoughtful considerutiorj at the 
hands of the Fiscal Commission with a view to seeing how far ami in what 
wiiy the acts of commission or omission on the part of the Government are res- 
Ijonsible for this state of affairs and how best the position could be retrieved. 

It will be seen that the notorious Liaquat Ali Budget of 1047 had a hligiiting 
effect on the economy as a whole and that Government’s taxation policy to-day 
remains in essentials the same. Tlie ])enal rates of taxation, parti'-ularly of 
the high income groups, have eousidcral)ly reduced the incentive and oapacity 
to save. In 1938-30 the maximum individual income-tax rate was 28-/6 pies 
m the rupee on inconies in excess of Rs. 1 lakh and maximum rate of super-tax 
on indiVKluals was 6 annas 3 pies in the rupee on ineomes in excess of Bs 5| 
hkh. On companies, the rate of income-tax was 28-1/6 pies in the rupee 
flat, ajid super-tax levied at the rate of 13 pies in the rupees. The sum-total 
•of income-tax and super-tax at the maximum rates paid by an individual in 
the last pre-war year was 8 annas and 7 pies in the rupee and the corresponding 
sum paid by companies was 3 annas and o pies in the rupee. To-.lav, on the 
othei^ hand. the respective figures for individuals and companies are In nmas 
and , annas in the rupee. It has been estimated that the upper an.I middle 
classes forming about 12 4 per cent of the population contribute 86-33 per cent 
of the tax revenues while the lower-class constituting 87-6 peu- cent o‘ the 
population contribute only 13-76 per cent of the revenue. This is the result 
of the increasing reliance placed by the Central Government on direct taxation 
Enquiry as well as expediency demand that this undue tax burden on a «mall 
section of the community should be lightened. 

The only redeeming feature is that it has been recognised by the Govern- 

It now that the present levels of taxation, to quote the Finance Minister 

winch have come, so to speak, as a projection from war-time are leve'ls which 

n? ” point of view.” Inasmuch as the country’s 

c savings, a careful scrutiny 

financial structure of the country wdth a view to niodf 

sr. ifrr " -5“ 'i’4T 

independent or apart from it. * ' somethin 


s 


'±=.s..iaKs~= 
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manage the protected industries or control their working at every stage and 
give protection to the domestic industries for only a period of two or three- 
years. The Committee wish to point out that it is idle to speak of the ‘burden 
of protection” I'egardless of the benefit which such protection gives to the 
community as a whole. As Dr. Dalton has observed apropos the burden of 
taxation “no sensible person speaks of the burden’ of dra\ving cheques regard- 
less of the purposes for which they are drawn.” While the Committee no- 
doubt aj)preciate the need to emphasise and secure increased economic efficiency, 
i.e., a reduction in the real costs of production, they feel that it is wrong in 
principle to unduly interfere in the working of the industries in the jmme of 
the consumer. The Committee no doubt deprecate “the easy going get-rich- 
quick attitude to life which in all fields of society has found its post-war 
devotees.” but they are confident that those connected with industry jnd trade 
will as ever place common interest above sect'onal and regional gains. The 
economic history of India proves the vigour with which Indian enterprise has- 
countered the muiierous difficulties in the wav of economic development. As 
for vesting the Government with discretionary powers in respect of controlling 
industry and trade, the Committee wish to point out that this attitude raises 
at once both economic and social problems. A centrally planned economy 
involving’ State determination of investment and distribution, of occupation, 
of cmiMTmers’ choice, etc., involves progressively the destruction of .ndividuai 
initiative and freedom in the economic as well as political field. In the toim 
mittee's opinion there is no ground for the assumption that increase m 'vealth 
ca.i be speed up by the mere intervention of the State in economic affairs. 
On the other hand experience in India, as m otlier countries, shoA\s that while 
tre State can assist individual initiative and enterprise, it cannot supplant 
the.n except by sacrificing efficiency as well as liberal political traditions. 


In re-^ard to the period for which protection should be extended lo <lomestio 
industries, it is obvious that the period must be determined by the of 

the industry concerned and the exigencies of the situation. Discussing th 
lencrLli of time to be allowed for the experiment of protection in an i idustn- 
LTiv advLic^l clntrv like the U.S.A. Frank WUliam Taussig has opined 
that, it flem-th of time) should not be too brief. Ten years, are not enough, 
wttv Yea^s may be reasonably extended ; thirty years are not 
uiiri’n4inble ” He also says that there is scope of protection to young 1 

tries commensurate to the resources available. ^ 

The Committee eUo note the argument advanced j® 

the Government of Tnd.a and removing 

background which is in favour o 1 must be in continuous touch 

restrictions thereon. There is , „ot mean that Indian commercial 

with developments abroad, but that of the domestic situa- 

poliev should not be designed to meet reply to Part II of 

t^on The Committee had occasion to out m on Trade 

thp Fiscal Commission's Questionnaire -p^ade that the 

and Employment and the ' -Jj of iuternational trade have deve- 

countries which now favour the o^m The Committee con- 

loped their industries A-P^ made a century ago while discussing 

Adam Smith’s theory of 3 duties and restriction on navigation 

"Any nation which by means 1,^ fgation to such a degree of 

has raised her manufacturing p sustain free competition with her can 

development that no other nabon j^tness" and preach *0 °th» 

tbot^Ter^fin declare in penitent tones that she has 
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hitherto wandered in the paths of error and now for the Hrst tune succeeded 
in discovering the truth.” 

It is interesting to note that Indian experience also goes to sliow llmfc 
nascent industries can grow to their full stature only through a policy of 
prctection. Although the policy of discriminating protection us euu.uuated 
bv the Fiscal Commission (Majority) in 1922 and accepted by the then 
Govei-iuiient of India, was inadequate to meet the requirements of the country, 
it nevertheless assisted the growth of some industries. If industries in India 
had not developed to the extent desired by national interests, it was because 
the poliev of protection was not applied wholeheartedly in a spiiit of synqiathy 
and understanding. It is true that the policy of discriminating protection 
rei-resented a definite shift away from free ri-ade, but it did not provide for 
the fostering of new industries. Only established industries on a large scale 
came under the purview of this policy. The triple conditions laid down by the 
Fiscal Commission, particularly as interpi-eted by the administration, at best 
offered perfuiictoi’y assistance to domestic industries, l^or instance, Go\orn- 
meat insisted that an industry applying for protection should possess all the 
natural advantages mentioned in the first condition of the liscal Lommission, 
althcugh it would seem tliat the advantages enumerated wc‘re meant to be only 
illustrative as the words "such as" and "or” clearly suggest. The first- 
condition says: "The industry must be one possessing natural advantages, 
such as an abundant supply of raw material, cheap power, a sutficient supply 
of labour, or a large borne market." Very few industries in foreign countries 
would have developed, had they to satisfy all these conditions. Even the 
safeguarding of the Industries Act in the United Kingdom granted protection 
to British industries not on the basis of an existing or potential comparative 
advantage in international trade. The English Act provided and granted pro- 
tection on grounds of creating a larger volume of employment at home. Pro* 
tectinn to industries such as lace, embroidery, cutlery, pottery, etc., was 
granted in U.K. merely because they were established English industries. 

Since 1945 the Indian Tariff Board has been asked to apply a revised 
formula before recommending protection. The new formula is more liberal, 
than those laid down by the Fiscal Commission. The ‘national interesjj* 
clause gives scope for fiscal assistance and protection to such industries as may 
be considered essential for strengthening the Indian economy. Under the new 
conditions even if some of the raw materials are not available in the country, 
an industry may be entitled to protection on the strength of its other economic 
advantages. But, according to the new formula also, it is only when an 
industry "is established and conducted on sound business lines," it is entitled 
to protection and assistance. This condition is restrictive in character for. in 
certain circumstances, unless protection is guaranteed in advance new’ indus- 
tries may not be established. Moreover, it may not be possible for every 
industry which applies for protection to prove that it is conducted on "sound’ 
business lines.” Much will therefore depend upon how this condition . is 
interpreted by the Tariff Board. 


In the Committee’s opinion Government’s Fiscal Policy should be wide 
and liberal enough to encourage the utilisation of our resources, human and 
material. Protection should not be looked upon as an independent measure 
of assistance in itself. It would be therefore desirable not to lay dowm 
specific conditions for regulating the grant of protection or assistance to- 
indigenous industries. It should however be clearly laid down that the main 
function of the Tariff Board should be to see how far and what governmental 
assistance should be extended to help indigenous industries, existing and' 
potential, to stand up against foreign competition, and to ensure that the 
burden on the consumer and the taxpayer is tessened progressively. While the- 
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aiiff Boaid be made a statutoiT and permanent organisation its terms 

Mi i ivP^ thp '^T ^ investigate, on application as well as on its own 

ivV ; r ^ fiscal or othenvise, which the Government should 

extend to indigenous industries. It should also be the function of the Tariff 

Board to make a continuous review of the effects of Governments policv of 

assistance. Again, the Board should he empowered to periodically review" the 

economic relations between India and foreign countries with a view to advisin® 

the Government in this behalf. In short, the Tariff Board should be a semi” 

pdieial body with investigatory and advisory functions and without adminis- 
tratnv authority. 

in f? 't ''-IT* ""ti protection to domestic industries is given 

m time, the Tariff Board should be generally directed to quiekiv complete their 

enqunies and submit their recommendations to the Government. The latter 

also should take suitable action without delay on the recommendations of the 
Innff Board. 


Tt IS interestins to ohsei-ve here that tlie institution of the Taritf Board 
or fo.nmission seems to he popular onl.r in the Enjrlish speakin? countries. 
In tl,e Luropenn Continent and .Japan domestic industries have bein protected 
and assis ed by the respective Government without setting „p „ separate Or^a. 
nisation for making elaborate preliminary enquiries. If the idea of having” a 
lariff Board is looked upon with favour in India now, it is because it is hoW 
that It will function usefully and effectively in the interest of the country. The 
Committee are strongly of the opinion that the Tariff Board should be an 
enabling institution, i.c., it should be an instrument for the implemenlation 
of ;i untionnl commercial policy and not an impediment in the programme of 
rapid economic development. The question of making public the reports of the 
Tariff Board also merits consideration from various angles. While the publica- 
tion of the detailed reports of the Tariff Board may be considered to be on 
accepted principle, the question has to be reconsidered in case India becomes 
a member of the I T.O. notwithstanding the drawbacks of such membership to 
India stressed by the Committee in their reply to Part 11 of the Fiscal Commis- 
sion’s Questionnaire. The fact is that if the findings of the Indian Tariff 
Board were publicised they would become a convenient handle for the other 
members of the I.T.O. to question not only the need for protection to Indian 
industries but also the quantum of protection that might have been asked and 
granted. 

Before concluding, the Committee would like to emphasise the content 
of an appropriate Fiscal Policy. Generally speaking. Indian industrie.s should 
be encouraged to stand on their own legs as early as possible and this would 
be possible only if they arc not asked to shoulder special obligations on the 
ground that they are. receiving govemmental assistance. Governmental assis- 
tance. if it is to be effective, should not be hampered by measures which result 
in rigiditv in cost of production. Such assistance that Indian industries pt 

from Governmental side should be rightly considered as givp to 

as a whole, for it is only through a rapid promotion of indigenous 'ndustries 

the country can be made self-reliant and the standard of living of the people 

The Co.umittee would request the Fiscal Commission to give their coreM 
eonsiderntion to the above suggestions in conjunction with those give 
replv to the questionnaire. 
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BEPLY OF THE COMMITTEE OF THE FEDEKATION OF INDIAN 
CHAMBERS OF COMMERCE AND INDUSTRY TO PART I OF THE 
FISCAL COMMISSION’S QUESTIONNAIRE. 

Section A (i) 

Iniroductory— Changes in the Economic Bacieground since 1922-23. 

Question l.—Do you consider that the economic 

ueoessitltes a jundamenial change in the approach to the problems mth which 
the prescni Commission is concerned? 

The India’.! economy to-day, as compared to the early ‘twenties’ hears the 
imprint of the vicissitudes of tlie <}reat Depression of the 'thirties’ of the second 
World War (1939^5) and the partition of the country in 1947. The last- 
mentioned factor is of profound significance not only because it is the latest from 
the point of time but also because it is on the basis of the divided resources, 
human and material, that a suitable economic and commercial policy has got 
to be determined. A gratifying new factor, however, is the political freedom 
that has been attained by the country. All these years, the abseiua* of ]H>litical 
freedom lioturnlly became all important even from the economic point of view. 
With the best of" will, which was not always present, no adequate programme of 
economic development could be carried through smoothly and successfully by 
our foreign rulers. Now that we have a National Government of our ovm, our 
economic problems, however complicated they may be, could and should be 
dealt with on the economic plane having regard to the larger and permanent 
interests of the country. 


Since 1922 when the First Fiscal Commission submitted its report there has, 
however, been some industrial progress. Even the half-hearted measures of 
protection that were adopted by the authorities helped the establishment and 
grow.'ih of industries like iron and steel, cotton textiles, sugar, paper, etc. 

The Second World War while it helped industrial activity to some extent,; 
also brought to the fore the backward state of the Indian economy. Such 
expansion as took place was limited for various reasons. Apart from the apathy 
of th«» alien Government, the very undeveloped nature of India’s economy stood 
in the way of making any appreciable progress in industrial development. In 
the post-war years, however, the country has not been able to maintain even 
the little progress achieved during war years. Important changes have taken 
place in the patten of our foreign trade, particularly as a result of war and 
partition. Further, the country has been facing for some time now the 
seemingly intractable problem of balance of paymentis. India which hitherto 
bad a favourable balance has now come to face a deficit balance and this is one 
of the most disquieting features of our present economy. 

Alongside these important changes and the attendant problems, there are 
certain other long-standing problems such as excessive dependence on agri- 
culture, the pressure of population on the existing resources etc., which mark 
the general background of the country and to which the Fiscal Commission 
should also address themselves. These longstanding problems as well as the 
changes that have taken place in the country — most important of which are 
political independence, the general desire to attain higher standards of living 
as early as possible and the aspirations of India'^s growing industries — call for 
a fundamental change in the approach to be adopted towards fiscal problems. 
There is every need to formulate and implement a bold policy of protecting and 
developing Indian iudusteies both by fiscal and non-fisoal measures. The question 
of proteofion to and assistance of Indian industries should be considered in the 
context of the imperative necessity to fill up the gaps in the present industrial 
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htruoture and strengthen the national economy as a whole. Uptil now, by and', 
laige, only consumer goods industries particularly those which did not require 
large capital or technical personnel have been set up in the country. Large 
consumer goods industnes like rayon and plastics and basic industries have got 
to be established and an appropriate fiscal policy has to be adopted to achieve 
the ends in view. 

Question 2 . — Will you list the principal changes in our agricultural situation 
in respect of (a) production, (b) consumption, and (c) international trade in 
agricultural commodities? 

(a) The separation of Burma from India in 1937 and the division of India into- 
two States a decade later have affected India’s production and export position in 
some of the most important agricultural commodities. 

Prior to the separation of Birnna from 1st April, 1937. India produced cereals 
in quauticy which was not only sufficient for internal consumption but also left 
a surplus for exports. India and Burma combined were producing over 30' 
million tons of cleansed rice, i.e., more than one-third of the total wo’-ld pro- 
duction. Burma ’s share of the total production stood at approximately 5 million 
tons and this helped to make good any deficiency in the supply for local con- 
sumption in other parts of India. India utilised about 1*5 million tons of Burma 
rice for internal requirements. Exports of India, including Bui-ma, amounted 
to about 6 per cent, of total production. Since the separation of Burma, India 
became a net imuorter of foodgrains. During the period 1937-38 to 1939*40 the 
extent of average net imports was more than one million tons of foodgrainS;! 
mostly rico from Burma and this went mostly to feed the West Coast consisting 
of Malabar, Ti-avancore, Cochin and Bombay. 


More serious in its effect on the agricultural side of India’s economy has 
been the partition of India into the Indian Union and Pakistan from 15th August, 
1947. While the Indian Union has to support 82 per cent of the total popula- 
tion of undivided India, her command over agricultural rescources has been more 
than proportionately curtailed. The production of principal foodgrains within 
India’s borders now only amounts on an average to 77 per cent of the total 
prod\icti m of undivided India, the result being that the partition of the country 
has increased our deficit of foodgrains. India is now without the rice and 
wheat surpluses of Sind and West Punjab. It is estimated that due to partition 
the country has lost nearly 8 lakh tons of internal supplies of foodgrains. 
Latterly the Government of India have taken the view that the import figures 
i'epre«;ent the net deficit. It may be noted that we imported 2-3, 2*8 and 3*7 m. 
tons of cereals during 1947, 1948 and 1949 respcctivel.v. Government have pro- 
grammed to import I S m. tons of cereals during 19, W. In view “f 
that imports of food-grains impose a heavy burden on the Central finances by 
way of sub,sidv and constitute a serious drain on our foreign exchange resources, 
it is essential that the dependence of the country on imports of foodgrains should 

be terminated as early as possible. 

raw jute in the Indian Union faUs short. bales in 

are approximAteiy 6;5 7. ’”17^9 ■■ there is not a single jute mill 

1947-48 and 2-2 million >>7^ “ „ ' of the total produofion of raw 

in Pakist.aP, Pro^es ^oje th“n 75 p ^^ j 9^.^9 

it ttlituti jut from lakistan worth more than Us. 70 croras. 
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The partition has also affected the supply of raw cotton for internal con- 
:Bumption as well as exports. While mill consumption of Piikistan is only 2 
•per cent, of the total mill consumption of undivided India and total consumption 
■about 6 per cent, of that of undivided India her production is about 40 per cent, 
of the production of undivided India. Indian Union with 98 per cent, of the 
;total mill consumption and 94 per cent, of the total consumption (including 
•extra factory) of raw cotton of undivided India produces only about 60 per cent, 
of undivided India’s production. The position of cotton in India at the time of 
partition (1946-47) was as follows: — 

(Lakhs of Bales) 



Indian 


Undivided 


Union 

Pakistan 

India 

‘Ppoductin ......... 

26 

16 

1 42 

Mills coiisumption : 




Indian Union Cotton ...... 

21-8 


21-8 

Pakistan cotton ....... 

9-8 

0-7 

10'6 

Other foreign cotton ...... 

7-0 

0-1 

71 

Total 

386 

0-8 

39*4 

JJxlra’/aclory consumption : 

2-7 

1-8 

4*6 

Total consumption ....... 

41-3 

2-6 

43*9 

Export s ......... 

4-57 

5 72 

1 

10*29 


The following figures of imports and exports of raw cotton for the year 1946- 
■41 (year prior to partition) and 1948-49 • (year subsequent to the partition) will 
show the effects of partition of India’s external trade in the commodity: 


✓ 



Year 

Imports 

Exports 

(including 

ro-exports) 

Balance of 
Trade 
(Lakhs of 
Bs.) 

. 

1946-47 

1 

2593 

2804 

d-2U 


1948-49 

6462 

1915 

—4547 

‘Increase or decrease in . . . • , . 

1948-49 

-|•3869 

—882 



^ Out of this increase in the imports of raw cotton worth Rs. 38*7 crores 
imports from Pakistan account for Es. 16-5 crores. 


^ consumption requirements of India in respect of agri- 

^ultmal commodities have gone up with the increase in population 

+ 1 ?^® c^sumption of tea in the country till 1927 was below 50 m’ lbs 

Ih<! fn increased to something about 120 m 

following years and now stands at about 150 m. lbs. per annum. The 

before the war years was about 10,000 tons 
^ alance was exported. Since the war, the main reason for the dis- 
appearanco of the export trade in coffee is the increase in the domestic con- 

Further, the shift in the national income in favour of the poorer 

•aUhoueh^.^^ augmented the demand for greater and better varieties of^food 
•although the per capita consumplipn falls short of the scientific caloric standwd! 
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(c) For the past few years significant changes have been taking place, for 
various reasons, in our export trade of agricultural commodities. The pro- 
portionate share of the export of raw materials to total exports has been steadily 
declining. Before the war, raw materials and produce and articles mainly 
unmanufactured constituted about 45 per cent, of India’s export trade, while in 
1948-49 the share of this group in the export trade was only 23 4 per cent. 
For instance, the proportion of exports of groundnuts and linseed to their 
total production has been steeply falling. While in 1924-25, the 
exports of gi'oundnuts and linseed were 28*7 and 74 per cent, of total production, 
they fell to 1*2 per cent, and 6 per cent, in 1948-49. The increased domestic 
demand and the revised policy of Government to encourage only export of 
semi-manufactured, processed or manufactured articles may be said to be the 
reasons for a decline in the export of raw materials. 


The partition of the country has, however, affected India’s export trade in 
agricultural commodities. As indicated earlier, our major loss is in respect of 
raw jute supplies and the finer varieties of raw cotton. Our export capacity 
in the case of raw jute has severely suffered on account of the partition and in 
fact the Indian jute mills are faced with the problem of getting adequate 
supplies of raw jute. It is also estimated that India’s capacity to export has 
been reduced by 65 per cent, in the case of raw wool, 60 per cent, in the case of 
raw cotton and waste 10 cent, in the case of tea. 


Question Z.—To what extent, if any, have these cjianges affected or are 
likely to affect in future, the pace and direction of our industrial progress? 

The division of agricultural resources particularly of commercial crops like 
raw jute and raw cotton consequent upon partition 

CTammes in more ways than one. Our jute industry is faced with the problem 
S securing adequate supplies of raw materials. The total crop of raw ]ute m 
Indiv during 19-18-49 was 2-2 m. bales which is a little more than 25 per cent, of 
our requirements and for the balance India had to depend upon ^ 

further complicated the P™ !™- ludian industries Jute and 

?:‘tires-nntir;rod::cto materials required by these industries is 

stimulated and increased within tlie country itself, 

Thi. «... .""X' ” ”? 

for import of capital equipment. . 

“ •■““.S' .tf.™ .« 

Buch industries as would supply fertilisers, 
agrcuUnral production. 


303 


Qufistion 4.~What are the basic improvements in our agriculture and min- 
ing that you would consider urgently necessary as a support for anu policu of 
intensified industrialisation? ^ 

An increase in agi-icultural output is the main problem which bus to bo 
solved with e view not only to make the country self-sufficient but also to muko 
it possible to implement a policy of intense industrialisation. The increase in 
total output has to be effected as far as possible through increasing the yield and 
productivity of the land under cultivation now. There is a school of thought} 
according to which agricultural production had reached its peak in India during 
the war years in response to the stimulus of high prices and that tliere is no- 
great scope for further increase. But in fact it is quite possible to increase the 
average yield and the scope for increasing production becomes apparent when 
our average yield is compared with yields in foreig^i countries, h'or instance 
the average yield of rice in India is about 800 lbs. per acre as against MOO lbs’ 

2300 lbs. in ,)apan, and 

8000 lbs. m Italy. It should therefore be possible to increase yields per acre 
by using improved varieties of seed, by application of manure and by 
protection from diseases. It is also a practicable proposition to think 
of augmenting production through the adoption of aforesaid measures together 
with provision of better irrigation facilities, better implements, better systems 

ditT r”® P^'-eotion of soil erosion. The State should also facilitate tho 
distribution of good seeds, manures, implements and other agricultural requisites 
Construction of pucca store houses would eliminate wastage which is now taking 

madt tn° ed f the d^efective methods of storage. Again effort must bf 
it wastage either due to insect pests, rats, etc., or defective methods 

Tnd ® u floor- Generally speaking tlie main problem of 

SaLd ^ P”’ T"' oontimicd and 

sustained efforts, particularly on research to augment the yield of the land 

The mineral resources of India are still unexplored and it is necessary to 
make an exhaustive survey covering the whole ground. The estimated resourees 
however, m a number of metals and ores, such as iron, ZtZese miol 
aluminium titanium ores and of the ferro-alloy metals are adequafe to s’upwrt 
.1 policy of intensive iiulustriahsation. The hematite ore Helds of Hili-u— nul 
Orissa contain about 2832 million tons of high erade ore but tl.r ! . 

itkh'tonf anKTkr°te vet remains quite small; it ’amounted to oiil/‘l4 

akn tons and 9 lakh tons respectively dunn<^ the vear 104ft *1 

this deficiency We Ed ““"‘■'y "'“I 

pow-er alcohol fmm mSses Moreor use of 

developed on the lines recommended by the* Indfin^CoalfieHs‘r'^ 
eardmg conservation and scientific utilisation of coal Committee re- 

posifein Ed'to WhUe the- 

g ead, zme, copper etc., can be improved to aome extent. 
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the cleiiciency iii respect of tin, silver, platinum, mercuiT etc., appears to bo 
of a more permanent nature. The country’s mineral policy should be one of 
planned exploitation of reserves. Further, indiscriminate export of minerals 
should not be permitted. Vigilance over the e^ort of minerals is necessary 
so that our reserves are not dissipated and only such minerals which are treated 

are exported. A thorough geological survey of the country must 
be undertaken with a view to particularly finding our resources in such important 
items like petroleum, tungsten, etc. It has also to be considered how the 
domestic demand for our minerals could be increased so that the exploitation of 
mineral wealth in the country is continuous and not dependent on foreign 
demarrl as has been the case, for instance, of manganese. It can be said that 
increased and continuous demand for our minerals would be possible only through 
the industrialisation of the country. Moreover substitutes which may be locally 
available or fiom alternative sources through scientific research should be 
explored. It is worthwhile to find out how far it would be possible to utilise 
aluminium as a substitute for copper and steel and in any estimate of our mineral 
resources we should take into account how these could be expanded by 
substitutes. 


Qiiedion 5 . — What are the main directions in which our industrial develop- 
ment has progressed since the Indian Fiscal Commission reported in 1922? 
■Please give your appreciation of the same. 

Since the adoption of the policy of protection in 1923 some industrial progress 
bas been mode. The Fiscal Policy which was adop^ted. however halting and 
iiiadeduate it was in scope and application, assisted the iron and steel mdustp, 
cotton textile sugar, paper, matches etc. Chemical Industiy on the acid side, 
it may be said, has developed owing to natural protection but on the alkali side 

ther© liss no progrBSS. 

Tl,e overall pich.re of the economic development that has taken place Is not 
r.aps l^n the of Indl. e— were ^glann^^^^ 

*".5: iS" sii'rxS's* 

in general. She had no ^hipbmhhng yards or ie„la, 

mohiles, tractors, locomotives ewe ■ ■ „.l,ich are so essential 

fertilisers or any of «'e of engineering experience 

in times of war and peace. ndenuate mechanical, electrical 

or know-how. It was ^ “ found ha the ack of^ad^ 

and hydraulic equipment and ‘b® '’ke m t e handicap to the effective 

that had been established constitnt^ ."indentf In "he absence of the above 

into' wL ieft Suirother countries in the matter of industrial developmen 
in response to war conditions. ^a«Iop.n»nt M 

% Sir:; rt/actnra von oonsfdor e.enffoii 

(i)) Volume of production-; . 

(c) Overhead and operative costs; 

(d) Quality of management- 

S Availability of high grade Uchmeal aliUiy . 
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(h) Supply of skilled and unskilled labour; 

(t) Efficiency of labour. 

(!i) The industrial development of the country should be view.^d in the context 
of the present needs of the country and also in relation to the proCTamme of 
propessively effecting a rapid and sustained increase in the standard of livina. 
It has to be admitted that we have to traverse a long distance before we can 
implement the objectives. It is essential, therefore, to develop basic and hey 
industries essential for producing common goods. Among the producer ^oods 
mdustries, those m which India’s dependence should be removed as enrtv ns 
possible ere: automobiles; locomotives and wagons; shipbuilding, iwn and ste-:!* 
aluminium, rubber; power-hydro and thermal; mining and metallurgv: engineer- 
ing industries including machinery of all kinds, machine tools and spare parts 
defence industries— fire arms (land, air and marine) and their parts; mnnitions, 
partridges, explosives, shells, torpedoes, etc., tanks and armoured cars and other 
torms of mechanical equipment especially designed for military pui-poses- war- 
ships of a.l types including submarines; military air-craft all kinds - gns’e^ for 
warfare and gas-masks. ^ 

Hie following consumer goods industries have also got to U promoted for 

raising thy standard of living of the people: Hice and flour mill industry oil 

crushing industry: cane-crushng and gur making; cotton and woollen textile's • 

silk and art silk manufactures; plastics; sugar; starch; tobacco curinr» .'^nd 

cigarette rr^anufacturmg; dairy industry inclu ling manufacture of dried milk 

products; dehydration industry; fruit canning; paper; paint; leather and foot-' 

wear; drugs and pharmaceuticals: electrical goods; potteries: oellnloid- "lass- 
cycles; sewing machine, etc. ® ' ’ 

For all-round industrialisation, it is necessary that indigenous f.-crv;ces 
as banking, insurance and shipping are also assisted and promoted 

(b) Since the end of the war there has been a steady declin, in indushial 

volume of production should at least reach the 
installed capacity which is now lying idle. The following production figvu->s of 

a few of the more important industries indicate the fall in production L 
part'd both to installed capacity and peak production. 

ProdttcHon Trends 


Industry 


Coal . . . . 

Steel .... 
Cotton yarn 
Cloth. 

Sugar 

Cement 

Paper and paper Board 


Unit 


Million 

tuns 

Thousand 

tons 

Million lbs. 

MilUon 

yards 

Thousand 

tons 


Installed 

Peak Produc- 

Produ'c 

1 Pruduc- 

Proil iiC' 

capacity 

tion in best 

tion in 

1 tion in 

tion in 


Year 

1947 

• 1048 

1 

j 

1040 

30 

30 (1947) 

30 

4 

■ 29-8 

1 

31 

1,264 

1.166 (1943) 

983 

i 

1 H64' 

000 

Spindles 

10,197,109 

1.663 (1943) 

' 1 

1296 

, 1445 

i 

IS.StI 

Looms 

1,91,925 

4,761 (1944) 

i 

3762 ; 

1 

1 

' 4338 

.3918 

1.400 

1208 (1939-40) 

901» 

1075* 

1 

1001* 

2,803 

no 

10?' 

1448 ,i 
93 ’ 

J563 

98 

2000 

104 


iSeasoaai (year ending Oetbbet . 


Jk 

17Mo«y 
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i’liere has doubtless been some signs of an upward trend in 
1949. But they only further confirm the imperative need to 
production. 


a few instances in 
generally step up 


(c) The production cost has risen mainly due to high labour costs, rise iu 
rl<e prices of raw materials and high costs of repairs and renewals of machinery. 
W’hile wage level lias been increased, the output has not only not increask 
nropoitionately but actually has gone down. The greatest need of the hour 
is to increase the per '■ipita output of the worker. Details about the overhead 
;uid operative costs, the committee trust, will be submitted by the industries 
concerned to the l''isc.»( Commission. 

I'd) Ti a competitive economy the quality of management is generally bound 
to be liigli as compared to State management and State sponsored management. 
Private management Ims got to be alert with a view to maintaining a place in 
the niarkeL; in , other w.rds,-it has per force to see it is not out-competed. 


(e! Capital supjiiy ii.is been affected on account of high direct taxation and 
the large diversion ot (lationnl income to certain sections of the population which 
are not used to inveKtriient habit. In this connection, the Commission s parti- 
fulnr atteutior. is invited to the observations made- in the covering letter. 

(f) As pointed out lietore, the partition of the country has considerably affected 
the supply ot raw materials to Indian industries. The raw material position in 
regard tn‘raw jute, raw cotton and bamboos is far from satisfactory. We 
dependent on import to the extent of 4 million bales of raw jute and one mid-on 
bales of raw cotton There is scope to retrieve the position m the immediate 
future if our forest, ,»n i agidcultural resources are carefully protected and 

(levelgpt'd. 

In 1048-49 we llO-.S million gnllons ot petioleun, mul oOG m.ll.on 

oountry is. however, 1" f in diesel oil and petroleum. 

Whaf om pr'estt H!;d,-oelectric p,.oieots -e eo^ed they would considerably 
help in removing onr i..*hciency in coal and petroleum. 

(g) There is a Ijle ^ctnl^ Man-l^wer^ Com- 

A comparative study .eceiit \ technical manpower reveals that 

.nittee of the require, cents and the anticipated nut- 

there is a gap between ,re inadequate to meet e.r 

nut and the available r.umces nntantial reserve to draw upon m case of 

icquirenientf let slone having n mi P . fggafj are both 

enmrgency or «nfom,v.n cnmmrsta ces. be ‘'orthwhile to establish centres iu 
qualitative and quantititive. { ,.eeognised merit to help the running 

srixr" “ 

to Question 17- 


,b, The supply ot cannot hh said to he Inadequate hut the emcieucy la 


iow. 


„ ... 1— sr;i'”£: 

legislative enactments »n.i me 
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Governments, the management is not in a position to fake any disciplinary 
action. 

It has been estimated that in the Tata Iron & Steel Co. Ltd., whereas the 
average labour cost per ton of finished steel lias gone up from Rs. 31 in 1030-40 
to Rs. 92-80 in 1948-49 the average output of finished steel per employee 1ms 
declined from 24-36 tons in 1939-40 to 10-30 tons in 1948-40. In the case 

Corporation of Bengal, production during 1948 was less than in 
1947 and the company is said to be employing 60 per cent, more men tlian it 
neeas and the output is also smaller than before. As the following figures will 
show, productivity of labour has been ^ast declining in the various industries : — 

Indices of productivity per worker 


Year 

Cotton 

textiles 

JlltO 

1 

Coal 

Paper 

1039 

« 



♦ 

4 

4 

4 

100 

100 

100 

100 

1941 

« 

• 


♦ 

* 

• 

# 

94-9 

96-5 

97-8 

n5-5 

1943 

• 

• 

# 





93-6 

90-2 

86-3 

86-2 

1045 

• 

• 

• 

• 




90-7 

900 

72-9 

93- 1 

1047 

• 




4 


• 

74-6 

82-4 

68-4 

81-0 


ver^necefarrtVat ' 

Should come down if our economy is not to stranJa^t^eR * these costs 

(h) What should be the relations between 

(i) tmall-acale and cottage industries and agriculture; and 

(ii) small-scale and cottage industries and large-scale industries? 

•« «”“■ »■« .s XS;! KS;,*: 


4 t 


•imptS tbe most 

industry. AltKou/h ir ‘be textde 

employs more than 85 ner cent nf t>ie fewn *he cloth consumed, it 

modium-soale inVstries are 1 small-scale and 

- . ‘aperies, mateh. faotorils. 

Bihar and Orissa— Mica, leather, lac oil;. and ' mm crushing; ' , 
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Bombay— Gold thread, textile printing, leather and metal handicrafts; 

Glass factories, brass and bell metal work, shellac, oil mills flour 
mills, etc. ; ’ 

Madras Handspinning and weaving, tanning, silk worm rearing, etc.; 

Punjab — Tanning and shoe-making, cutlery, sports gear, khandsari and 
raw sugar making; 

U.P. — Carpet making, blanket weaving, embroidery, calico printing, giir 
and khandsari manufacture, etc. 

Most of the industries are handicapped at present on account of lack of 
organisation, capital, etc. While in some cases the quality of the cottage 
industries goods are of very high order, no effort is made to secure uniformity 
and maintenance of quality. It is generally felt that though the appliances in 
use are crudi? and antiquated, it would be possible to adopt them in conjunction 
with small modern machinery so as to increase the rate of production and main- 
tain the quality. 

The development of cottage industries alongside that of large scale industries 
is necessai7 to make possible effective utilisation of the resources — human and 
niateriM in the country. 

(b) (i) Small-scale and cottage industries can be made to provide subsidiary 
occupation to agricultural labour side by side with their agricultural pursuits 
or during the periods they are free from their agricultural occupation thus 
relieving the chronic under-employment in agriculture and offering full time 
occupation to a large section of the population. These industries not only 
provide more emploj’ment but also help preventing seasonal exodus from the 
rural and urban areas. 


(ii) In relation to the programme for industrialising the country on modern 
lines, small-scale and cottage industries should also find a place. The relation 
between small-scale and cottage industries and large-scale industries should 
be of a supplementary nature. The former should be developed in such a 
way that they supply some of the requirements of the large scale industries. 
Having regard to the necessity of encouraging only optimum scale of operations, 
it will be necessary to judge each cottage industry separately. But the mam 
criterion to be followed should be that where the industry requires lesser amount 
of capital and gi*eoter number of workers to be employed, cottage^ mdustnes 
should be encouruged. But in the reverse case, it is no use encouraging cottage 

industries for it will mean aiding <>>’ f 

one, ft may be noted that even m regard to cottage industries it is desiraD 
to popularise modern methods of production. 

Qnpstion 8 —Do you think s, nail-scale and cottage industries have a signifi- 
rani rTtoplag in economic development of our country (a) under present 

circunifttances ar.d (b) in the long run, 

AS it is "ot, in every case that large^c^ 

from an economic standpoint small-scale ana co g The size of 

cant part to plaj m the economic j the conditions of demand, 

operation depends on the 

The cperstive hand. SmSl-soale industries find an 

which attention is given y advanced industrial countries. In an 

important place even ^ increLing population ratio like India cottage 

,"nS"L-;rb^dia:;‘to rgrSure a|d th^e encouragement of these indust- 
zies on n sound economic basis is essential. 
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(a) At present the cottage industries could help making available increased 
supplies thus meeting the inflationary potential to some extent. 

(b) In the long run as well, if small-scale industries could be more scientifi- 
cally designed and operated, it will be possible to ensure greater employment 
and regional balance. These industries could be utilised to filling the gaps in 
industrialisation. 


Section A (ii) 

Question d.-— Please enumerate the small-scale and cottage industries which 
yon would like to dtvelop 

(a) as subsidiary to agriculture; 

(b) as supplementary to large-scale industries ; 

{c) as other independent units of production. 

(a) Ihe jollowing industries should be developed as subsidiarv to agricul- 
ture: — ‘ ® 


Rural industries like dair^* farming, poultry farming, bee-keeping, smi- 

culture. sheep breeding, fruit cultivation, flour grinding dal niil- 
ling, gur making, etc. 

(b) The following small-scale and cottage industries, among others, could he 
developed as supplementary to large-scale industries:— , 

Handloom weaving, bell-metal industries and cutlery, sports gear, watch 
manufacture, motor repairing, soap manufacture, mnnufacuture of 
textile wooden parts, pickers, copper and aluminium ware, 
hosiery, dyeing and bleaching, etc. 


. f i*: , "ff tr' 


export!‘tij. “cilt makta/ belf specialities are best suited for 

are other tteinnuch as 

feotionery Products like morabbas which are leV6itable'”fo‘t'‘e^ 

It is, however, necessary to first ensurp thftf cnrtTjLc ^ ^ export purposes, 
conform to some recognised standnrHc are regular and the supplies 

abroad. With regard^o the Question nf ^oods 

it must be borne^n minfthr- T nt 

mediate effect to comniilsorv nrovi^mn ir. tie hasty and to give im- 

standardisation for exp^arbe ™iste^ commodities. Before 

sumers preference in thf various exno1t mTr;=” '“r-T ‘=°”- 

must be exercised as to the class n1 '’c made. Discretion 

-could be insisted on for the purpose' ot exports’!^"'’'" 

'rz '■ 

to what extent they have been so affected. ’ ^ ^ ^ 

~ SeS:f 
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Question 12. — What in your view are the main handicaps from which small- 
scale and cottage industries suffer at present? What steps would you recommend 
for the rcmot^al of these handicaps — particularly with regard to — 

(а) the supply of raw material; 

(б) supply of technical shill; 

(c) their technique of manufacture; 

(d) their structure and organization; 

(e) supply of finance; 

(/) marketmg facility; 

{g) other form of assistance; and 


(/i) possible competition with large-scale industries? 

I’lease refer to reply given to Question 7(a) for first part of the above question. 

It is essential to encourage establishment of voluntary assewiations of 

scale and cottage industries to look after the interests of these mdustries. These 

Associations would be helpful in procuring and distributing 

Associations could also undertake to study the 

changes in the tastes of the consumers, so that appropriate 

may be taken in regard to the qmntum of manufactures and 

It may also be necessary to encourage dumber 

plants so that the overhead charges insistine upon 

of persons. Some State assistance might ^ ^\he provision of cheap 

the societies being run on certam standard , jgj^^ion of cottage in- 

electricity by the State would also G^ernment should undertake 

dustries. In respect of exports in twXw rooms and exhibi- 

to arrange for publicity and sale of ® ^ quality products should 

tions. Primarily the manufacture of specialities ai^d quaii y P 

be encouraged so that competition with large-scale industries may 

-What steps should be taken to etisure that the interests of snin/I- 
and "offcje industries are safeguarded, when trade agreements vntk 

foreign countries arc negotiated? 

Vnrpicrn imTxirts if rcguloted as they should be, are not likely to affect 
Indian cottagr industries. While negotiating trade agreements, however, 
export of products of cottage industries should be borne in mind. 


Section B 

Policy of discriminaliog protection and its application since 1923. 

Ouestion 14— The Fiscal Commission appointed by the Oovernment of India 
in 1921 recommended “that discriminatwn should be exercised m the selection of 
industries foi protection, and in the .degree of protection afforded, so as to make 
the inevitable^ burden on the community as light as is consistent d ‘ 

1 ! industries’'. On ike strength of this basic principle the 

developmc t J . , , industry seeking protection or assistance should 

, t- J J, , tertian the Commission recommended also certain non-fiscal measures. 
A ^ nflshed that the policy recommended by the Commission was^ ful y 
tmpuZnted between 1923-1939 ? 7/ not, please enumerate the mam deviations 

from the policy. 

Question 5.-Do you find any defects in the working of this policy? If so. 
please give details with suitable examples. 
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The majority opinion of the Fiscal I’ominis.sion (1922) which was accepted 
by the Government of India, recommended a policy of discriiniimtin^' protci lion 
for Indian industry. Under the system of discriminatinp protection, certain 
pre-requisite conditions were stipulated befojv an industry was eligible f“T 
protection by a customs tariff. 

Tinio has borne out that the apprehensions expre>siMl in the Minute 
Dissent to the Fiscal Commission's Iteport that the imiin leconimendation of 
protection had been hedged in by conditions and provisions which were calcu 
lated to impair its uti ity and that the eniphasi.s phiced on oiiTving on! of rhi 
policy according to the prescribed conditions obscured th( vital issue of bringing 
about intense industrialisation were not nnfonndc-d. On more ‘lian one oc.- i 
Sion, there was a difference between the interpretation .d the Tariff Board ai.d 
the Government of India in regard to the tir.st condition precedent to the gnmt 
of protection to industries as laid down by the Fiscal Commission (Maioritv). 
VIZ,, abundant supply of raw materials, cheap power, sumcieiit supply of lalitair 
and a large homo market. Wherever the Tariff Board took a wider and pro 
gressKe outlook, the Government of India disregarded ihe recomrrirndations of 

Stressing tlie conditions laid down hv t|,. l<’isc;d (’omniission 

(Majority). 

The poncy of the so-called "discriminoting protection ' was di-fectivi- brul 
.n principle and a Iministrntioii. The quesfon of proteeti.iii vh-a-vi, iiidnstrin ' 

protection"'''’ in In placed "ro;'';',ii:,r':f 

be coiisliiied to encoiiriigl' ■“levelopm’‘e'nt,il protection " i‘,ur'vh'iT'wa"‘n r'n 

in 


t i r— us, buaa-nsn was not available in the coimtrv V.tL 
materials for soda-ash were, however there hut if woe k • ‘ 

^fleJi^p'^d Kb^c'e T4rtSF','’i 

r ifLdTt£S£- 

b '44’’4TecL':' “-'‘-balanced b/natur^rid^T^s 
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(?. J6 — Do you agree xinth the specific conditions laid down by the Commis- 
^i/oM //mf normally protection should be accorded to an industry only if the 
conditions referred to Q. 14 are satisfied? 

Tho Coimnittee do not ogree witli the rather restrictive conditions laid 
cVl Fiscal Commission. In their considered opinion, the approach 

^ 111 * Commission (Majority) to the problem of industrialisation was 

tlall-hearte’d and faulty. The view of the Fiscal Commission (Majority) that 
India for many years to come was likely to concentrate on simpler forms of 
manufacti:re(! goods ignored the aspirations of the Indian public that India 
should rise as rapidly as possible to a commanding position in the industrial 
u’orlcl. Moreovej- the conditions laid down by the Fiscal Commission (Majority) 
;tre rigid. The fii*st condition regarding raw materials is one ultimately con- 
nected with costs of production. The raw material aspect has been ignored 
by countries which have followed successfully a policy of protection. It is 
well- known that the U.K. and Japan became leading manufacturers of cotton 
textiles without growing a single bale of cotton. The jute industry of Dundee 
is another exam()le of a manufacturing industry being developed without the 
production of raw materials at home. Again the iron and steel industry of 
Japan depended for its growth exclusively on her imports of pig iron from 
India and Russia. The second condition laid down by the Fiscal Commission 
;'l\rnjoi’ity) is redundant and superfluous. As regards the third condition it is 
very difficult for any one to predict with accuracy whether the industry can 
stand tventnally witliout pi-otection. All that can be expected is an intelhg.-*ut 
estimate of probabilities and not a definite statement. 

Q_ 17.— Do you consider that the ‘'supplementary measures ' for the pro- 
tection of and assistance to, industries as recommended by the Commission in 
Chapter VIII of their Report were adequate and well conceived? 

'I'he Fiscal Commission conceded that the mere imposition of protective 
dnlies, however, scientifically contrived, would not by itself produce full in- 
dustrial development. Some supplementaiy measures, such as industrial bias 
to education, appropriate revision of railway rate policy, lowering of coastal 
shipping rates and anti-dumping measures to accelerate Indian industrial deve- 
lopment were recommended by the Fiscal Commission. These recommenda- 
tic'tis were well conceived, but hardly followed. Further no plans were even 
visualised in regard to developing industrial research and organising industrial 
statistics. 

4 

(i) Technical Education and Training: 

However, dexterons the Imlian craftsmen may be in the use of their hands, 
fai- too few of them have had any technical training. Education imparted in 
the sohoo’s has not also tended to equip young men for modern industry. Some 
Dio-m-s^ is no doubt nttempte! in the direction of establishing higher technical 
insrilnt^oiH on the model of the Massachusetts Institute of Technology and 
there are also plans in operation (or sending students abroad for post-graduate 
«nd research work and for practical training. A precaution appears necessarv 
ss to how we trAin onr personnel. In a competitive world, the person with 
. fundamental knowledge of materials, tools and processes is more likely to 
make headway tlian another with only an academic acquamknce of things. 
The dcfieie.icres in tecln.icnl knowledge which constitute a serious and imnie- 
diate ohsdaef^^ tn economic progress should be removed as ear v as possible^ 
f hp nvide to bring about close co-ordination between industrv 

™ o In iu^^^ technical training so ns to ensure tlie turning 

E £ Ti' 

men in SgE for i ^organisation of the cottage indnstnes on modern lines. 
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(ji) Railway rates policy : 

As rightly pointed out by the Commission, the railway rates policy has an 
important bearing on the success of the policy of protection. Till recently 
there existed side l)y side State-managed railways and C'ljinjiariy-nianageci rail- 
ways and eacli railway system endeavoured to preserve ancl desired to he treated 
as separate units in rate-making etc. The Indian Railways Act, 1890, did 
not also prevent the railways from treating themselves as separate and inde 
pendent units for rate-making or compel them to regulate their individual rates 
on the basis of rates charged on other systems or to have regard to the total 
lead of the traffic or to lead of the other systems in fixing their portions oi 
the rate for through traffc. The Act also did not require the raihsays to 
adopt telescopic rates. It was generally felt that Indian industries did not 
receive sympathetic treatment and co-operation from the Railways particularly 
in respect of providing transport facilities from the internal centres of produc- 
tion to internal markets. The Indian Tariff Board found in their enquiry into 
the Heavy Chemicals Industry that railways had it in their power to give or 
cancel protection to industries by quoting special rates or manipulating rates 
M’ithin the wide margin left between the maxima and the minima. Individual 
manufacturers had to depend on'individual railway adminstrations for obtain- 
ing satisfactory rates. This system seldom led to uniformity or created security 
in the minds of the users of railways. The Tariff Board concluded that the 
possibility of organising the chemical industry on a satisfactory’ basis depended 
to a great extent on the fixation of lower freight rates. The Railway Hates 
Advisory Committee in an enquiry into the rates of cotton observed: — 

'It seems also desirable, if possible, to obviate the criticism tlmt the 
Indian system of rate-making is such as to enable the forei<m 
manufacturer, no doubt enjoying the advantage of a cheap sea 
route, but nevertheless thousands of miles away, to import cotton 
from India to bis shores cheaper than the Indian millowner in 
Howrah. The total ft-eight to Japan from Lyallpur works out to 
be Rs. 2-14-1 as against Rs. 3-11-1, the current rate to Howrah via 
Saharnnpur. The position is nearly the same with regard to munv 
European countries using Indian cotton*. 

Tt was also held, not without justification, that the railways fostered import 
and export traffic at the expense of internal movements, while sheltering be- 
hind an incomprehensible rating system. It is only recently that there is u 
move to meet the persistent demand for simplification of the Indian Railways 

^ re-orientntjon of railway rating policy along natona!- 
ist-ic lmes\ .By and large, it may be stated, there is still great scope for im- 
proving the service which the railways can extend to the trade and industrv. 
Consistent with improved service, it is possible to effect economy in operation 
thus assisting the movement of goods quickly and cheaply. In the interests 
of inculcating a greater sense of responsibility in the mind of raihvav adminis- 
tintion. it would be desirable that traffic is moved at railway risk. 

(ii'O Lowering of coastal shipping rates : 

Referring to rates which showed a great disparity between the charges on 
pods shipped from one Indian port to another and those on goods conveyed 
between Indian and foreign countries, the Fiscal Commission stated that such 
disparities more than neutralised the natural protection which an Indian pro- 
duct might expect to receive in its own country by reason of the distance of 
foreign manufacturing centres. The Commission expressed the belief that a suc- 
pssfal issue to the policy of encouraging an Indian mercantile marine should 
have a fa\ourable effect on coastal freight rates and assist industrial develop- 
ment. From the pint of view of Indian shipping, however, the main reason 
why It has not made any headway even in its own home waters was the hostile 
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n hed'bv “^‘'iLn'r "'’‘PP”S interests which were patro- 

the Nationit 

% 9 

‘ (lo) Anti-dumping meaaureB: 

chJ!ri lT‘Jr“ r*® imported goods at a lower price thuo 

charge.1 for he same gwds in the country of production would diminish o- 

cancel protection designed for a domestic industry was recognised by the Fiscal 
Commission. Although the Commission felt that it was not necessary to enact 

ijg^slation with immediate effect, they did not rule out the possi- 
bility thrit such action might be required. The Commission therefore recom- 
mended that the Government should consider the desirabilty of introducing o 
measure on the lines of that passed in the United States whereby powers should 
be taken to impose a dumping duty when after enquiry by the Tariff Board 
it has been established that dumping is taking place and that it is injuring or 
is likely to injure an Indian industry. It may, however, be noted that although 
protection which was granted to Indian industries could be traced to conditions 
of unfair competit’on brought about by monopolies, excliange depreciations, 
overproduction, etc., the Government did not provide for any definite anti- 
dumping legislation. 


Considering that besides the United States, Canada, Australia, New Zealand, 
etc., have laws against dumping, it is worth while for India also to have an 
anti-dumping Act to offset sporadic or systematic dumping. It may also be 
necessary to bring low-price sale, price cutting and unfair competition under 
the purview of this anti-dumping Act. Legislation against dumping should be 
comprehensive enough to cover every aspect of it. Moreover to facilitate 
proiTipt assistance to indigenous industries, it should be left to the Government 
to take necessary action on the submission of primn facie evidence that the 
iiiiI)ort pi'iCf is less than the fair market value in the exporting country. Sub- 
secjucnt enquiry by the Tariff Board might be undertaken for purposes of 
continuing or dropping the action taken by the Government. 


Q. 18 . — In a Renolution pasaed in the Central Legislative Assembly on the 
IQth FebTuary 1923, the principle of discriminating protection was accepted ns 
the basis of Government policy subject to the following general qiialificationH: — 

(fl) that the principle should be applied with due regard to the well- 
being of the community and to the safeguards mentioned in Q. 14. 

(5) that in the application of this principle, regard must be had to the 
financial needs of the country, and to the then dependence of the 
Government of India on import, export and excise duties far a 
large part of its revenue. 

To what extent, if any, do you ihinic these qualifications affected the 

of the palicii of discriminating protection between the years 1923 and 193. / 

Please give your comments, if possible, separately for the following sub- 

periods : — 

0'^ 10-2.3— 29. 

(,0 1930—34. 


(Hi) 1035—39. 

consi Vi'a‘.:ons resulted in an overcautious adoption of the policy oi p o 
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Ife has not been appreciated that industrial development alone would provifle i 
more suitable and expanding source of revenue to the State. If latterly, the 
Government have been placing more and more reliance on direct tuxes and 
excise duties, it is because that some industries in the country have developed. 
It i.s therefore idle to speak of immediate losses of customs revenue on account’ 
of the policj of protection without taking into account the benefits accruing 
to the internal economy. 

Q. 19. — The changes set out in paragraph 4 of ihr note were made in 
the principle of discriminating protection in 194.5 when the Interim Tariff Board 
was csiahlii'hed. What are your views on these deviations from the original 
policy as laid down in the Indian Fiscal Commission's Beport'l 

According to tlie terms of reference to the Interim Tarilt Board, which was 
appointed in November 1945 pursuant to Pjiragraph VI of the Statement of 
Government's Industrial Policy published on 21st April 1945, the conditions 
of protect'on liave been liberalised and it is a change in the right direction. The 
alternative provided for tlie existence of natural resources in the shape of eco- 
nomic advantages is an important departure in policy and reflects public 
opinion which is in favour of rapid industrialisation. Under the new conditions 
even if some of the raw materials are not available in the country an industry 
may be entitled to protection on the strength of its other economic advantages. 

It must, however, be noted that it is only when an industry satisfies th.‘ 
condition (1) and condition (2) (a) or (b) that it can be said to have estab- 
lished a claim for protection or assistance. Condition (1) relates to proving 
that the industry is established and conducted on sound business lines. In 
certain circumstances unless protection is guaranteed in advance new industries 
may not be established. From the conditions laid down for protection ir 
would appear that an industry should be established before it can apply for 
protection. Moreover it may not be possible for every industry which applies 
for protection to prove that it is conducted on ‘sound business lines'. Much 
will, therefore, depend upon how this condition is interpreted by the Board. 
It is presumed that the Board is not expected to apply his eomlition verv 
rigorously in view of the existing abnormal conditions, it is therefore of vital 
significance that real assistance to nascent and growing industries will depend 
as much on the general principles of fiscal policy as on their application in 
the right spirit. 

(J. 20. Are you satisfied that this policy of 1045 ia heing, fully implement- 
ed? If not, please indicate where, in your opinion, the defects in imidementa- 
tion lie. 


Some 49 cases, it is understood, have been referred to tl^e Tariff Board upto 
January 31, 1949. The Board was able to consider 42 cases and report upon 
them to Government. ^ of them were war-time industries and 4 were old- 
established industries, viz., cotton textiles, steel, paper and sugar. It would 
seem that in the beginning owing to the constitutional changes that were 

the recommendations of the Board were unavoidably postponed, 
pe delay has been minimised in the case of the subsequent enquiries. It is 
hardly necessa^ to stress that both the Board and the Government should 
arrive at decisions within the shortest possible time with a view to enabling 
the industry applying for protection to know where it stands. The Tariff Board 

which was re-constituted in November 1947 has been entrusted with two 
additional functions, viz. 

^ 1. To report to Government, as and when required, factors that lead to- 

increase m the cost of production of Indian manufactured goods as against 
imported articles; and ® 
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internal production*^mav"brseourerl T'* required, on measures whereby 

y enon may be secured on the most economical cost basis 

that tl,e Board should be as^isterbf ualifi d“t’ ‘‘ " 

hat the Tariff BoZ‘ ^'ssistance is wanting if view of the report 

1.-a\ I recommendation on cotton, yam and cloth prices is 

o ,nte° and that tr ■'“ be sctnlifiXaJ 

ornate and that the report contains material miscalculations. 

Section C 


Hevieiv of the effccta of past tariff policy 

^ 21. —Would you attempt a broad analysis of the effects of the actual 
po icy puTsuea by the Government of the day on the growth and development 
■of our major industries under the following heads: — 

(a) Capital invested in the industry (paid up); 

(b) Hated capacity; 

(c) Output; 

(d) Employment of /fl6o«r (Technical and non-technical); 

(e) Mage bill (technical and non-iechnical); 

(f) Earnings of waan^emenf; 

(g) Profits earned and distributed; 

(h) Ex-worhs price and^reiail price? 

(Question 22 . — Would you make a detailed analysis on the above lines parti- 
ciilarly in respect of the following industries: — 

(0 Iron & Steel, 

(ii) Cotton textiles, 

(iiii) Sugar, 

(iv) Paper, 

(v) Matches? 

l^Iease give your answer for the following periods: 

(a) at the time when protection was given] 

(b) in 1938-39; 
fc) m 1948-49. 

Question 23. — (a) Please indicate the significant features, if any, in the struc- 
ture and organization of the protected and assisted industries with respect to — 

(i) the size of the units; 
fii) their location; 

(Hi) the development of combinations, horizontal or vertical; 

(iv) the developments of ancillary industries; and 

(li) any other aspect that you may consider it necessary to mention. 

iM Do you think that the form or manner in which protection or assis- 
tance has been <7,iusn lo these industries has had anything to do 
with these features? IVhich of these features are in the interests 
of nur economy and which are undesirable? 

Question 24. — If you consider that the undesirable features mentioned, if 
anu were due to any defects or deficiencies in the control exercised by Govern- 
ment over the protected or assisted industries, please point out such defects 

or deficiencies. 

Question 25.— To ivhat extent has the protection or assistances afforded to 
an industrif resulted — 

(i) its progressive mechanization; 
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(i7) the introduction of new economies and other ierhniral improve- 
ments] and 

(in') the optimum utilisation of indigenous raw mnicrial and bnr-itro- 
ducts? 

Please illustTate with examples drawn from your hnowlodge or 
experience, 

Questwn 26.— Has the protection or assistance received hu our industries 
inrfuccrf any substantial increase in the supply of 

(a) technical personnel required by the industries; 

{b) skilled labour; 

(c) semi-skilled labour; 

{d) a stablized industrial labour force"} 

industrial research been initiat- 
ed and fostered by the protected and assisted industries? 

Committee presume that the details regarding the 
rnl«rt^ aod development of protected industries as well as the other ^ parti- 
concerned"^ ® furnished to the Fiscal Commission by the industries 

Question 28.— Do you consider that the revenue tariffs imposed in the vast 

mTs and on tfce y,ro»(h and development of our indue, 

tries and on the course of our export and import trade? If so would von illvs. 

rate your finding with some examples drawn from the trade or induitry of 
which you have knowledge or experience? 'aoiistri/ o; 

liistory of India was largely characterised by the Free 

tltlf With the exception of a few low 

duties for revenvi^e purposes, trade was entirely unfetterred. Even tliose low duties 

were removed between 1882 and 1894. When they were re-imposed their 

piotectiye effect was neutralised by counter-vailing excise duties^ Comnan 

mmumm. 

pkioal distribution of our^^^Ztrl^Zd^XTuUT^^^^^ 

" ■ '=i^-?=?.==SiSH 
aS^TtaSS VS 

reached the peak position. The years 1930 to 1939 marked ^'^tht 
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Depression and post-Depression periods. It may, however, be 
pointed out that the imports of the products related to the pro- 
tected industries came down and the internal trade in those items 
had correspondingly increased. 

Question 30. — Do you think that the development of any of the protected 
■industries was hampered by the policies pursued or the measures adopted by 
(jovernmcnf with regard to matters other than protection? Please give exam- 
ples. 

Protection is intended to help the indigenous industry to stand on its own 
legs as early as possible. State interference which results in rigidity in the 
cost of production of the protected industries is unjustifiable. For instance, 
(lovernment policy in respect of fixation of minimum prices of sugarcane dis- 
turbed the natural economic adjustment of demand and supply. Again the 
policy of levying import duty on cotton reduced the competitive capacity of the 
Indian textile industry. 

Section D 


Factors in the formulation of a new FiacaJ Policy 

Question 31. — What in your assessment is the relative importance of the 
main changes in the pattern of our foreign trade which have taken place in 

the periods — 

(а) 1939-^5. 

(б) 1946—49. 

Immediately after the outbreak of the Seeond World War Septober 
1!)39 there was a decline in the quantum of India s foreign trade, imports fal- 
liiK. to a greater extent than exports. Later there has been a complete rever- 
conntrv’s foreien trade position. There has been growing an adverse 

Iwlaiice of tradeTeaching the record figure of about Es. 250 crores in 1948-49. 

As for the direction of India’s foreign trade, the ^^are of the E^ire and 
4 i TT v bflfi been declining more in respect of imports than exports. Fui 
lh:r th^sham rthru.s..l in the import and export trade of India has 

been growing. 


• • 


1938 . 

1939 . 

1940 . 

1941 . 

1942 . 

1943 . 

1944 . 

1945 . 

1946 . 

1947* 

1948 •• 

1 1)49 January 

February 
March 
April . 

May . 

June . 

July 

. average for first December. 

••Average for nine months, .“vp 


Imports 

100-0 

104-7 

86-4 

80-6 

41-1 

38-9 

69-5 

93-0 


82-2 

96-4 

86-6 

115-2 

102-3 

125-0 

121-3 

149-0 

132- 4 

133- 6 


Exports 

100-0 

103-2 

98-8 

95-7 

74-2 

51-2 

57-7 

57-1 

66-2 

67-4 

61- 4 

62- 3 
65-8 
57-2 
67-6 
48.2 
69-1 
53-3 
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Direction of Trade 


Year 

% Share in importg 


% Share 

in oxporlH 

U.K. 

1 

Br. Empire 
countries 
Total 

U.S.A. Foreign 
countries 
Total 

U.K. 

Br. Empire 
omin tries 
Total 

r.S.A. Foreign 
oountrres 
Total 

d92n-21. 

61 

66 

11 34 

22 

43 

15 

57 

:i{)24-2o . 

54 

62 

6 38 

26 

39 

9 

61 

•1928-2f) . 

4.5 

.54 

7 46 

21 

35 

12 

65 

1SI32.;« . 

37 

45 

8 55 

28 

45 

7 

55 


38 

49 

7 51 

33 

47 

JO 

63 


31 

58- 

6 42 

34 

54 

8 

46 

J 942-43 . 

26 

.55 

19 45 

30 

66 

15 

34 

■1 94(5-47 . 

34 

55 

21 45 ! 

1 

24 

50 


50 


Die changes in the pattern of our foreign trade are partly the result of 
economic forces worHng in the country- and partly those operating abroad 
fiom time to time. The abnormal conditions during the war years inevitabh 
subjected foreign trade to considerable vicissitudes and dislocations. Such 
frequent changes as have occurred in respect of imports of specific goods cor- 
respond to the modifications in the restrictions on trade. So far us the export 
trade is ^ncerned m important feature is that there has been an increase in 
the exports of semi-manufactured and manufactured goods. It may be said 
that this trend has come to stay. In respect of the adverse trade balance, it 
tiiay be noted that it is mainly due to the importation of food and raw mate- 
na s like raw jute and raw cotton. The reduction in expenditure in respect 
of these items will depend on our efforts in improving indigenous jiroduction. 

analyse the effects of the (a) lemshtivc, 
end (b) administmtive measures relating to the control and regulation of our 
foreign trade which Oooernment have had to adopt during these periods on— 

(а) our import and export trade; and 

(б) the gxowth and development of our industries? 

•(a) On Mcount of the dislocations caused by the War and later because 
of uncertain conditions of the post-war period, the svstem of con- 
trok hds come into force in almost every country. The efficiency 
with which these controls are operated depend upon the adminis- 
trative efficiency and honesty obtaining in the countries con- 
cerned. Due to administrative inexperience, the operation of 
control in India has led to avoidable inconvenience and hardship 
to the trading community and the consumers. The system of 
conMs has also encouraged the abuse of nower bv thrwo in 
authority. Serious delays, high-handed dispoasi gf matters, 
tavountism and other undesirable features of the system of con- 
Ws have come into existence. Further, the frequent changes 
m Governments poUcy in regard to the issue of licences confuse 
the parties concerned and ’stand in the way of smooth implemen- 

tation pE the programme of the industry and trade causing avoid- 
able dimoulties and losses. . • 
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As far as the regulation of import trade is concerned, it is undertaken with 
the limited objective of allocating our foreign exchange resources. Govern- 
ment could have done better by way of designing this regulation mi such a 
way as to primarily assist the existing indigenous industries and the promo- 
tion of new ones. 


Our export policy has also suffered from severe hmitations. As pointed 
out by the Export Promotion Committee, the export of articles had been res- 
tricted sometimes without tangible reasons. Again when exports are allowed 
they are hedged i*ound with such conditions regarding licensing, prices, duties, 
etc., as to make fulfilment extremely difficult. The effect of the quota sys- 
tem and the reservation of a percent^e of the trade to new comers has led 
to serious complaints from foreign buyers as regards the quality of goods sup- 
plied and non-fulfilment of contractual obligations and if this were to persist 
we might lose our export markets which have been so assiduously built up. 


These legislative and administrative measures have influenced working of 
mdtjstrles. It may, however, be stated that the controls on imports have to 
some extent indirectly assisted the growth of new industries, as evidenced 
during the war period, e.g., Engineering industries such as Alloy and Tool 
Steel. Small Tools and Machine Tools etc. 


Question 33. — To ui/iaf extent have these changes affected the Jundafnen- 
tal vremises on which the recommendations of the Indian Fiscal Commission. 
1921^-22 u-erc based? Please illustrate gour reply xvith 

the trade or industries ivith which you may he concerned or about which you 
may possess adeguate hnoivledge. 


:dso sho^^s that it is ^^ronp rn-irW U ensured new tvpes of manu- 

bS;“ i:.= ... » 

fore to all reasonable plans of production. 

Question 34.— ;» the Ughi dly'cwditiom to gooen^ 

broadly clasrified unde, the jolloiving heads. 


(a) Fiscal measures; 

(b) Non-fiscal measures? 

In view of the ooinparative ana^DdU6t^ ''may pro- 
state should assist ^^^arpossible Fiscal assistance, such as, pro- 
moted as rapidly and should be extended and the exa^ 

It has been acknowledged even py ^ f the country. In view of 
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Question 35 . — Would you indicate the extent to which an appropriate tariff 
policy can fttrther our foreign trade and assist in the development of our 
tries ? 

Our foreign trade will no doubt be developed if llie tariff policy is related 
to our basic economic policy. To talk of appropriate tariff policy lias no rele- 
vance except if it is co-ordinated with economic policy. The most sympathe- 
tic tariff policy by itself will not be able to help much either trade or industry. 

Question 36. — What, in your judgment, should be the objectives of tariff 
policy in the short period? 

The objective of the tariff policy should be to assist such indigenous indus- 
tries which require assistance through regiilatior. of imports or by extenling 
direct assistance by way of subsidies. The enquiries conducted during wh'i| 
may be called the transitional short period should have reference to the long- 
range policy. In other words the snd in view should always be to develop the 
country’s economv. 

« V 

Question 37 . — The minoritif report of the Indian Fiscal C'oni inis.rian 1021- 
22 expressed the view ‘that there should be an unqualified pronouncement 
that the fiscal policy best suited for India is protection'. Do you agnv with 
this? 

If by -protection is meant the mere le\w of protective duties on competi- 
tive imports it is not enough, for such assistance alone may not be adequate 
for all times and under all circumstances. May be, State assistance will be 
more appropriate and effective in some other form than protection. The 
nature aud extent of assistance that should be extended must be judged only ou 
Ihe merits of each case and in the light of an integrated scheme of develop- 
ment for the country. 

Question 38 . — If so, what principles and conditions would you lay down 
for reg.ulating the grant of protection or assistance? 

The question of protection for a country like India has a special significance. 
Protection to indigenous industries should be viewed in the context of the 
desirability to help the growth and development of the existing industries and 
to bring into employment our idle and unemployed resources, human and 
material. It is not correct, as in the past, to consider protection as an inde- 
pendent measure of assistance in itself. The claims for protection by an 
applicant industry should not be judged in isolation, but as part of the larger 
objective, t.e., not merely to shut out imports but to develop our internal pro- 
duction to the level required by our new standards of living. It must be borne 
in mind that the efficiency of any one industry would depend on the simul- 
taneous developments in the entire economic field. Our experience shows that 
competitive costs of production in any one industry do not depend only on the 
efficiency of the factoi-s immediately connected with that industiw alone. 
For instance in the case of the sugar industry the reduction in costs 'depends 
as much on the ^ improvement in the operative efficiency of the industry as 
on achieving an increased yield of sugarcane per acre. It would be therefore 
desirable not to lay down specific conditions for regulating the grant of pro- 
tection or assistance to indigenous industries. The Tariff Board should be di- 
rected to consider applications for proteefion in the light of the priorities tha| 
may be determined from time to time in respect of assisting tie existing indus* 
tnes or promoting new indusWes. Protection is both a matter of principle 
and practice. It is imperative that essentials like food, habitation, clothing 
and defence should be secured as far as possible internally, for in various crises 
which await a S.tate it must not be left to depend on foreign suppli^, 

17MofO. 
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Question 39 . — Would you, in the applicalion of the formula or principles, 
if any, or in the administration of the policy in general, lihe special considera- 
tion or priority to be given to any particular classes of industry? If so, 
please name the classes. 

The (]\iesiion of assigning pi-oper priorities to the different kinds of industries 
arises on account of the fact that at any given time the factors of production, 
i,r., monov, material and technical personnel are limited. It must, however, 
be slresst'i that since the development of various industries is inter-dependent, 
it is \vroi;£: to make any rigid classification of priorities. There is no doubt that 
the immediate establisllmeiit of basic and defence industries should be promoted. 
At the «Jr*ine time, it must be borne in mind that producer goods cannot be 
consumed bv the individual citizen and the manufacture of prodiiccr goods also 
takes longer time than producing consumer goods. Therefore the gieater the 
time that' is taken for translating savings through production into consumpt^ 
.roods the greater has the waiting to be done by the common man. As our 

obje(=t’i^e should be ns much to strengthen ^^L^Tes of 

period. 

It': /» ».<.««-■ •“ 

under consideration? 

i - br.xv“ S3 

l.MS bee . the condition aid necessarily be in an infant stage to be 

industries only. An ^ ; the prenatal stages deserving industries 

entitled for consideration. I-ven in me p 

should be assured of protection. <,„eri.i(ii.e 

^iiirsfioi, dl.-(a) PUa.e Me yoiir vieirs on the 

methods of protection, e.g., 

(i) protective import duty, 

... »• “ '■ 

JlliLlL Mion of M^ 

agreements or commitments). 

0/ tlio. nirtiiods alioiiM he the 

'::,ZZ"^ie Letiort of ,.oteetion7 

(i) Protective import ituty 


?rUi:"o: -meni to ohtan r^nnes 
ir:;:! ^:essarily the best in aU 
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(l/) Bouniij or subsidy 

Sometimes direct subsidies may be a belter expedient. Where a rise in the 
price of the product of a protected industry is likely to adversely affect the 
interests of the consumers, subsidies are to be preferred to tariff proU-etion. 
Again, where the chief handicap to an inlustry is not from foreign competition, 
subsuly lather than tariffs is n more suitable instrument of assistance. In view 
of our madujuate financial n-sources it would not be possible to s»ji).-.id:se on unv 
extensive scale domest;c industries. 

(hi) Sysicm of Pool Prices 

In regard to certain essential raw materials, the world supplies of which at 
any given time are short in relation to dem uid and for which tlie oountrv has 
to depen l partly on foreign supplies and where there is great disparity between 
the prices of indigenous and foreign supplies, it would he worth while to consid. r 
the adoption of a system of pool prices. ; 

(iu) Quotas 

Perhaps quotas are a more effective instrument for tariff bargaining and are 
more flexible than import duties for purposes of regulation of imports. Again 
where indigenous products are looked upon with prejudice bv the consumers 
quantitative restriction on imports may assist the speedy development of the 
indipiious industry. But this measure has certain drawbacks. For one tilin'^ 

It places a premium on administrative discretion relegating to the background 
both the trade and the consumer.s. It also necessitates a scheme of licen -i i-^ 
fho rationing of the imported supplies to the consumers in 

perpetuation and introduction of new controls. 
Moieover quotas tend to destory price mechanism and free enterprise. 

Committee none of them individualiy can be the 
Tf f n ri Necessarily theiv should be a judicious combiiintion of all 

of them according to the needs and requirements of a given industry. 

W'l *^1"^ “^e^asure to be adopted should be decided in each case on its merits. 

\Vheie lie nidustry concerned falls in the private sector, it should be given a 

chance o indicate its preference for the type of governmental assistance that 
It wishes vo have. 

Quesfiort 42 — IFW should be the Government’s policy and vTorcdiire 

5a/e<;i/ardmj7 or anti-dumping measures, as 
protection, whether for small scale or large scale 

’bnorina! foreign competition which takes the form of ‘'dumping’' 

contr^ffe'lofaTf method of 

to be adopted in h^f H I?' restrictions. For the mocedure 

to ne adopted in tln^ behalf, p.ease see reply to Question lT{iv). 

tariTmtZ t til 

pur^Zl- 0^ othen,-ise) for the 

{^ safeguarding the domestic consumer against critical shortagee- 

of the ac. .„ae . Je t o?/ ' 


m the 
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so as to fcusuie maximum foreign exchange and at the same time secure 
advantages resulting from devaluation distributed among the foreign importers^ 
Indian inaiiufactui’es and traders and the Exchequer. Export duties should 
not generally be looked upon as a source of revenue, for it is not fiscal or 
economic prudence. To rely on export duties for revenue purposes might result 
in injuring the export trade and also cause eventually damage to the fiscal 
system. 

(1)) It would be possible through export duties to restrict exports with a 
view to ensuring that supplies are available to meet the internal demand. 
Such duties, however, may not be of much use where foreign purchasers are 
prepared to pay anv price for the articles required by them. The direct method 
such as ban on exports may be more effective and reliable to effectively conserve 

indigenous supplies. 

44.— ir/fot fiscal mensarcs, if any, would you recommend to enable 
an established industry io maintain its exports^ 

Apart from the fact that we would not be able to afford export subsidies, 
such direct assistance might be construed as ‘dumping’ by the importing 
countries. Fiscal assistance could however be extended in tlie following 

manner : — 

1. Tax relief. 

2. Freight relief. 

3. Customs relief. 


1. Tax relief 


As an inducement to exports, a refund of 
profits made from exports might be given, 
be liable to sales tax. 


income-tax on a percentage of the 
In no case should goods exported 


2. Freight relief 

In the new uolitical and economic set up it is desirable tjiat freight to the 
ports should be‘ given substantial advantage. Of particular importance is the 
provision of rail transport facilities by way of special rates and wagons to our 

exports to Pakistan. 

3. Customs relief 

Exporters might be. given rebate facility to collect in specific "'sjances m 
respect of import duties already paid on goods that are re-exported and on such 
imported articles used in the manufacture of export items. 

Question 45.— Have yon any comments on the method by which the Tariff 
Board at present fixes the quantum of protection {the 

fair 'Selling price of the domestic product with the landed cost of the imported 
product)? 

There are certain drawbacks inherent in this procedure. As pointed out by 

the Australian Tariff Board in their Eeport dated 30th June, 1945. there u no 

method of arriving at the cost of production for which unchallengeable ao^ 

racy can be claimed during a period of even a few years Even in a 

making a single article in a single ^e or variety, costs per unit 

making with rates of wages with price of raw materials with 

volume o p ^ methods of production. Furthermore. 

Se factories generally produce a' number of types, varieties or sizes of a smgle 
aZio. or even produce hvo or more quite diasimflar articles. Some important 
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items of cost that are incurred in operating the business os a whole must be 
distributed among such articles if the total cost of any one is to be ascertained. 
Any method of doing this is bound to be more or less arbitrary aiid will depend 
upon the preference of the individual concerned. For these leasons costs of an 
miele generally vary from factory to factory even if conditions seem to warrant 
uttJe or no difference between them. 

listterly the Indian practice seems to be to take the most efficient 6rm as 
the criterion. This is not scientific under product differentiation and in a market 
where there is imperfect competition. The average cost of a few representative 
firms may be a more satisfactory proposition. 

Aloreover it is understood that the cost accounting officers attached to the 
Tariff Board sometimes disallow items of costs mentioned by tlie domestic 
factories. This has led to reducing the quantum of protection extended to the 
domestic industries. The Tariff Board should not therefore have the power to 
disallow any items of expejiditure which are actually incurred by the units of 
an^ industry seeking protection, in determining the quantum of protection or 
fixing a fair selling price. This will not, however, preclude the Board from making 
any recommendation to the Government for their consideration where they 
(Board) feel that particular items of expenditure are unduly high and detri- 
mental in the larger interest of the community as a whole. In case the Board 
do not accept the daii given by the applicants, then the Board should first 
inform the applicants concerned about their views before putting up recom- 
mendations to the Government. 

It is essential that fair and reasonable prices are fixed by the Tariff Board, 
after taking into consideration all relevant factors such as cost of capital goods 
and equipment, replacement costs, costs of ra^ materials, etc. Depreciation 
allowance on the existing plant should be reckoned on the basis of replacement 
value of the said plant with a view to facilitating substitution of old and worn 
out machinery by new machinery which has to be purchased at prcvnilintr hi«h 
prices The protection that may be ex^^ended should be adequate enough to 
proxnde for fair and reasonable profits computed on capital emploved in business 
so that capital might be attracted and there may be incentive to greater and 
improved production Moreover, in view of the high rate of tn.vation and 

lev.; 

Lstant in differ'enees “eTeen Iso ‘ 

considerations which you ^ihink 'should govern thTchow^ bel'^^' “’ 1 “* 
alien^ative forms of duty such os 

is pTe^nty c'rthe vd 

the other hand the specific dutylTd Inite s™ IhlrLf ^ 0" 

measure of the commoditv impo^d S. « c 

,«.«» i. k, .a.,. i. 
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rate whichever is higher or a compound duty, i.e., a specific rate and an ad 
valorem rnte both together. 

]n each case the basis of the charge has to be decided upon in accordance 
with the nature of the goods the stage of manufacture; the customary units of 
sale, so far as possible in the trades concerned; administrative convenience and 
accuruev of assessment and of the forecast of the yield; and the object of the 
taxes, for instance the degree of protection intended having regard to the 
conditions at the source of supply. The effect of ad valorem rates as a protective 
measure is the greatest when the prices are high. But where there are seasonal 
fluctuations and difficulty in assessing the value of the goods, ad valorem duties 
would provide difficulty to administration as well as to the industry and trade. 
Specific dtities also do not constitute sufficient protective measure in a rising 
market. Moreover specific duties have the disadvantage that they cannot well 
be applied to highlv specialised goods without much prior enquiry as to the 
precise limits of suoii class and rate, and a very complicated ^.'^^^ification woald 
arise. Specific duties also press heavily than ad valorem duties on the cheaper 

grade commodities. Where it is deemed necessary to ^ 

is that it lessens the regi-essive effect of a specific dutv ami p 
yield tlinii an ad valorem duty. 

Wli-re protection is to be given by tariffs, the appropriate duty that has to 
be chosen will depend upon the i>rice level, the nature of the commodity and 

the degree of protection to be granted. 

Qul^iion 48.-n/<af do you Hunk of the utility and vracimhiiHy of Lariff 

ide- behind tariff quotas is to levy a lower rate of duty on imports with- 
Ihe ideu be" . ^ rate on imports in excess thereof. As 

in a ^ quotas, tariff quotas are less restrictive. !• urther^-ariff 

norZe alirsuffer fi’om drawbacks such as licensing etc. associated 
quotas do miMas M'hile tariff quotas therefore are useful as a pro- 

with quantuative .u. i„terests of the domestic industry without un- 

tective measure Xnnl -id^ diere are practical difficulties in the way of 

duly lestnclng mteinnbcna ■ ■ j^^pose a greater burden on adminis- 

adopting tariff quotas^ m a • eou-ideration tortile practical aspects of the ques- 

m-gle Shcld he given before ufdismg tariff 

quotas as a protective measure. , 

Question dO.-lToaM you like a minimum of u maximum dnraUon to be 

down for proiective measures'! 

It would not be possible to say intrnccount 

^:\;:rr!^"fr.i:rd=;t^ - i.eif. .lut this date 

IL shoui l not be looked upon as the rigid line. ^ 

i* 9i*iih Ihp rxisli^o su^tciH of TCVCUUC 
Qw'i^tion 50 . — Are you sa ivouhl you suggest? 
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to bo separately shown for purposes of tariff cinss'ficntion. Industry is unduly 
burdened if the saivl items are treated under one single liead us happens )iow in 
jnany instances. 

it is understood tliat the Governinent of India have already taken up & 
revision of the existing descriptions of India's trade ricconnts. Along with this 
the question of revenue tariff classiticiition should also he considered and revised 
thoroughly and expeditiously so that tla* revised elassihealion can ser\e llie 
industry and Irale better than at present. 

QuCfttinn 51 . — Having regard to — 

(a) the future atrnefure of our foreign trade, 

(b) the anticipations relating to the course o* iuLcrnalional trade {under- 

lying the Havana Charter on Trade and Employment), and 

(c) (he broad lines of our Industrial Policy as laid down in the Statement 

of the Qih April 1948, 

would you attempt a formulation of the objectives of our long-term fiscal policy? 

Fiserd policy _as emphasised earlier should be made to fit to the overall eco- 
nomic policy. \\ h'le our fiscal |)ohcy should be shaped primarily to meet 
our own needs, it should appreciate wider considerations, i.c., India having 
regard to the national interests should also contribute to the free-flow and 
development of world trade in channels that would help the industrialisation of 
agricultural countries and the world economy ns a whole. 

The Coinmittee have already expressed themselves against the Hnvaiie 
Charter a.yt purports to freeze the present pattern of international tnl d 

ST 

Question 52 -/» order to facilitate the objectives of our fiscal poUcu do nou 
hnih it iL'Ould be nccessanj for Government or quasi-Oovernment institutions to 
partictpaie m foreign trade, (fl) m Ihe short period and (b) in the long run'} 

The Committee cannot conceive how the participation of Government or 
quasi- novel nment insGtutions m foreign trade would facilitate the objectives 

k''' ^ Committee consider that Govern- 

mei ts participation goes against the fundamental principle of encoura-in- a 
healthy competitive economy. Moreover, committed ns the coimtrv 1 to a 
democrat'c form of Government it is anomalous to think of detailed iiiteiwention 
by Government m the economic life of the community. The results o] Stlue 
Tiading that has been earned on in India and elsewhere onlv strengthen the 
argument agamst Government participation in foreign trade either in "the liiort 
peiiod or in the long run. A copy of the Committee’s detailed rep^v in this 

St Tnelted Committee appointed by tl,e Government of 

Qmsiton No. 55.— 7/ your answer to the above question is in ihe affimiafii'a 
mend, Wkit roould he the liJiie to f 

would you impose on their functions? conamons, if any, 

to view of what has been stated above, an answer to this question does not 

-.j* 1-4.. |r 
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Section E 

Non-fiscal measures for the promotion of trade and industry 

Question 64. — The Indian fiscal Commission of 1921-22 suggested several 
■ * supplementary measures” as an aid to the tariff policy which they had recom- 
mended. Would you enumerate the non-fiscal measures that Oovernmeiit should 
now adopt in furtherance of any approved fiscal policy both (a) m the short period 
and (6) m the long period? 


16 has to be recognised that Indian industries cannot be developed in ccm- 
petition with the advanced industrial countries without the active sympathy and 
support of the Government. A protective tariff or the grant of l ounties will 
have to be supplemented by other noeasures of assistance by Government. Gov- 
ernmental assistance can be in the form of guarantee of interest remission of taxes 
on raw materials, reduction of railway freight, supply of cheap power, preferen- 
tial purchases by Government, leases or other concessions on favourable terms^ 
provision or facilities for research, etc. The exact form of quantum of assis- 
tanC '3 to each industry must be determined in the context of the conditions 

obtaining. 


Question No. 55.— fn particular, have you any special suggestions to make as 

to how Government could facilitate — 

(a) the supply of essential industrial raw materials, where these are not readily 
available in the country; 

(h) the supply of essential plant and machinery; 

(c) the supply of cheap fuel or power; 

provision of cheap, adequate and quick transport both for the move- 
melt o raJ and semi-proeZd materials and their finished products, made avail- 
able under a scheme of rationalised freight-structure , 

(e) the supphj of technical personnel of different grades: 

(/) the supply of uchiiical information about industrial methods and processes; 

(g) the supply of industrial finance, both for use as block and as woikmg 

capital? 

The Government cojld facilitate the supply of under-noted items in the man- 
ner mentioned against each of the items : 

^ should adopts PoUoy oHreVimpirL. The 

;::sr St 

national Commodity Agreomen _ j Government might also 

free imports of these scarce ^2 tZ Wherever possible and 

materials should he explored. 

(b) Should a situation -ise when Ind j ^Itd 

sentml plant and .. capital goods by setting up suitable organisations, 

the procurement of 2\s in (wuntries from where capKal good* 

if necessary, on a .t iTDerience should be actively associated with 

could be secured. Businessmen they (&)verDment) have 

tLrof‘otL?— Uital goods. 
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(c) GoverDinent are in the best position to effect adequate and timely supply 
gf oBeap fuel or power ip Indian industries. Government’s policy to 
Jhe business of generating and distributing electric power devolves upon them the 
responsibility to see that this business is conducted on sound business lines in the 
interests of the consumers. Moreover, the projects for the generation of cheap 
electric power for the utilisation of the unused water resources of the country are 
in the hands of the Government. The movement of coal which is an important 
item of fuel in the industries is handled by Government railways. It is upto the 
Government to facilitate the movement of coal from the collieries to the centres 
of consumption. 


(d) Pleasi see reply to Question 17(ii). 

(e) Efforts no doubt have been made during and since the war to eypuud f.icili- 
ties for vocational training. Further efforts in this direction should bo Jtmde so 
that the country might have a regular supply of technical personnel cf different 
grades. The Offices of the Indian Trade Commissioners and Ambassadors in the 
foreign countries should help Indian firms in getting technical personnel whenever 
they are approached for such assistance. They should also anrange to the train- 
ing facilities for Indian technicians in institutions in t^e foreign countries where 
possible. The Government might also consider the desirability of drawing upon 
the international technical assistance programme of the United Nations and its 
specialised agencies. Caution must, however, be exercised to ensure that the 
international technical assistance that may be forthcoming is suitable for use in 
India and furthermore that it helps indigenous talent. 


(f) The Government should maintain up-to-date and well equipped tecbnicnl 
libraries and evince gi'eater readiness in the supply of technical information about 
industrial methods and processes. The organisations engaged in technical assis- 
tance projects should keep in close touch w’ith one another and with the industry. 
Technical information and assistance programme, it must be remembered, will be 
judged largely by their practical success in assisting the industry in its day-to-day 
work. Before Government can undertake any programme of aid to industry by 
way of technical personnel and technical information, thej'e is first the need to 
build up am organisation manned by qualified experts. The quality and sympathy 
of the experts are even more important than their number, for inappropriate or 
unimaginative or delayed tcclinical advice may prove to be ruinously costly to llie 
industry and the taxpayer generally. The Council of Scientific and Industrial 
Research should be activised so thatjit might make available teclmic.al information 
about industrial methods and processes to the various industries. 


(g) With reference to the supply of industrial finance, Government have already 
taken some action in this regard. The Industrial Finance Corporation of India 
w-as established in Fj 48 with an authorised sliaro capital of Rs. 10 (•|•l>rl‘s divided 
into 20,000 fully paid up shin es of Rs. each for the purpose of making nu'dimn 
and long-term credits more readily available to industrial concerns in India parti- 
oularly in circumstances where normal banking accommodation is inappropriate or 
recourse to capital issue channels is impracticable. Section 23 of the Act pres- 
cribes the business which the Corporation might/ tmnsact, viz., (a) guaranteeing 
loans raised by industrial concerns which are repayable within a period not exceed- 
ing twenty-five years and are floated in the public market, (b) underwriting the 
issue of stock, shares, bonds or debentures by industrial concerns, and (c) granting 
loans or advances to or subscribing to debentures of industrial concerns, repavablt 
within a period not exceeding twenty-five years. 

The above section also provides that the Corporation can grant advances or 
guarantee advances only against the security of tangible assets. The Corporation 
cannot also enter into any arrangement with a single individual concern for an 
amount equivalent m the aggregate to more than 10 per cent, of the paid up shantr 
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capital of the Corporation, but in no case exceeding Bs. 50 lakhs. The effective 
rate* -jf interests charged by the Coiporation vary from 5 to 5i Jier cent, and the 

^ j Corporation is payable in every six months. The interest 

rate IS duly hign considering that Government wish to implement a cheap money 
po 1 ' - . oieoxoi* only a 3 per cent, allowance is given by the income tax authori- 

les on woiking capital. In the circumstances the Corporation’s lending rate 
should he correspondingly reduced. 


By and large, it would seem that the facilities offered by the Corporation 
are sufficient to meet the needs of the industries concerned. It mav be ncces- 

V 

sary at a later date to increase the limit upto which the Corporation can extend 
aid to any particular company. The rate of interest for such bans should be 
reasonably adjusted .so as not to constitute a heavy burden on tlia industries. 


State Governments should also set up Industrial Credit Corporations in their 
states with objects siiniliar to those of the Corporation established by the Centre. 
These State Corporations car with advantage restrict their operation to the 
smaller medium and cottage industries in order ho avoid overlapping between 
the spheres of operaticu of the State institutions and the Central Corporation. 


Question No. 5(5. — How and to what extent could the trade ond iudustry 
co-operate with Goi-ernmenl in the provision of such facilities'^ 

The need for co-ordination of policy in India is greater than in countries 
\iith a centralised Government and 'the diflficulties of secui-ing it are also great- 
er in view of the size cf the country. Instead of co-ordination between 
different, departments of a single administration. India needs co ordination (1) 
between the departments cf the Central Government, (2) between those of 
each State Government, (3) between the Centre and the States and (4) between 
the States themselves. 


From the end of industry and trade, co-operation will be extended through 
the various organised industrial associations and chambers of commerce. These 
associations and chambers of commerce will, as now. apprise the department 
or the Government concerned from time to time about the particular needs of 
their constituents. These organisations will exchange infoimation with the 
authorities on currrnt developments in the various fields. TJie Fedenaion of 
Indian Chambers of Commerce and Industry should be treated by the Govern- 
ment of India as the onlv co-ordinating industrial and commercial body and 
its advice should be increasingly sought and followed in regard to any govern- 
mental measure affecting industry and trade. This scheme of close co opera- 
tion l)e^veen the industry and trade and the Government will result in the offer- 
ing of not only expert opinion, but of representative opinion^-opmion which is 
iepr(sciJta1)ive of every main sphere of the organised economic life of the 

country. 

Question No. 57.— Do you think any special types of organisation 
necessary (a) to secure this co-operation between industry ‘jna Jrade and {b} 
to provide for the orderly supply of the facilities enumerated in Q. t>5 or for the 
supply of such other facilities as may be considered necessary? 


In view of what has been stated above, it is not necessary to set up any 
snecial type of organisation. The Central Advisory Council of Industries had 
rLentlv VecommeiideJ setting up of small and compact Committees by the 
industry coueoriicd so that these Committees might maintain continuous Imison 
with Govemmeot with a view to obtaining Government assistance without 
dehv whenever recessarv. The Committee of the Federation also feel that 
suci^iaison and review of industrial position from time to time by the Central 
Advisory Council of Industries would help the various industiries m then dl\^-tc- 

day working. 
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Section F 


Fiscal Folicif in relation to Commonwcallh FrcjcrenccH 

Qmstion No. 58. — What are your general views on the subject of Imperial 
Preference — particularly in the light of the principles unjerlying the Oencral 
Agreement on Tariffs an^l Trade and the Havana Charter on World Trade and 
Employment? 


In thi past pahlic opinion was not in favour of Iiulia cohrluflins pri-fon nlinl 
agreements within the Empire. The above view was held in otticial circles 
also upto the signing of the Ottawa Pact in 1932. In fact, in 1903, Lord 
Curzon’s Government expressed themselves against Imperial Preference for 
the following reasons: — 


“(a) That without any system of tariff preferences India already enjoyed 
a large measuiv of the advantages of free exchange of imports 
and exports; 

(b) That India had not very much to offer to the Empire; 

(c) That (loverninent would not be justified in embarking on a now policy 

which might involve reprisals by foreign nations, unless assured 
of benefits greater and more certain than any which have so far 
presented themselves.” 

There was, however, a modification in the attitude of the Government of 
India since 1923 towards Imperial Preference. It began by conceding that 
aitliougli discriminating protection had displaced free trade as the basic rationale 
'for Indian tariff determination, Imperial Preferences were not inconsistent 
with the policy of discriminating protection. It may be said that the Ottawa 
Conference placed a new interpretation on the pplicy of discriminating protection 
and went 0 )i to record as favouring differential treatment for British as opposed 
to nofi-British imports. 

In view of the above, public opinion was not sanguine about the beneficial 
effects of the scheme of Imperial Preference. It was generally felt ^ that 
Imperial Preference was forced upon India with little reference to the particular 
needs of Indian economic development, that it was based on political considera- 
tion an I was designed to strengthen the British .Empire rather than to ])rovide 
for a sound development of Indian economic institutions. 

There was considerable opinion outside India which also did not viev.’ the 
Ottawa Pact with enthusiasm. It was felt that it would restrict world trade. 
/Uthough the issue is confused by the fact that from 1932 onwards world econo- 
mic activity was on the mcrease, and wdth it w'orld trade, the PEP Beport on 
Britain and World Trade (1947) admits that the system of Imperial Preference 
established at the Oltaw^a Conference in 1932 represented a modification of 
multilateralism in that it artificially diverted trade into British Empire channels 
by means of discriminating tariffs. 

U. S. A. has particularly been against Imperial Preference. lu November 
1938 XJ. S. A. signed a trade ogreemeiiti Nvith the British Government which 
re-affirmed the \rost-Favoured-Kation principle and curtailed Imperial Prefer- 
ences on certain specified commodities. The Atlantic Charter pressed the same 
principle of rigid adherence to the Most-Favoured-Nation theory. Then, in 
1942, the Mutual Aid Agreement pledged the United States and* the U.K. to 
agreed action “for iho elimination of all forms of discriminating protection in 
international commerce and the reduction of tariffs and other trade barriers. - 
The principle of elimination of tariff preferences was embodied in the American 
proposals foj the exT)ansiou of trade and employment and has also found place, 
after modification, in the Havana Charter. As per article 16 of the Charter! 
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Imperial Preference may continue, but no margia 

n^^-n that .necial L 

mav imtl^’ th^ tor economic development or reconstruction, 

preferential agreements between two or more countries in the 
interest of the programmes of economic development or reconstruction of one 


^ The reaction of the British Government to the attitude taken by the U. S. A. 
S Imperial Preference is that Britain is not committed in any way 

to the abolition of Preference. At the time of the Mutual Aid Agreement (1942) 
Mr. ('hm-chill secured in private correspondence an assurance from President 
ttooseveit that we were no more committed to the abolition of Imperial Pre- 
terence than the Aniericcn Government were committed to the abolition of their 
high protective tariffs. Mr. Herbert Morrison said in June 1946, “There 
could be no question of Imperial Preferences being given up as it were in the 
Ihey w*oul'J be examined as part of the wider commercial picture and 
m t^c bargaining which W’ould take place any reductions suggested would have 
to be weighed against the advantages to the Commonwealth and Empire as 
we as to the world of the countervailing reductions in trade barriers which 
were offered by other countries." Mr. Attlee said, “We for our part are ready 
to a^ee that the existing system of preferences within the British Common- 
wealth and Empire will be contracted, provided there is adequate compensa- 
tion m the form of iinproveinent in trading conditions between Commonwealth 
and Empire countries and the rest of the world " 


India’s attitude now towards Imperial Preference has to be determined in 
the context of the new factors which have arisen. It is not the provisions of 
the Havana Charter that necessitate a reorientation in our policy but the condi- 
tions of our foreign trade and world trade. Our exports of manufactured goods 
are increasing. On the import trade the proportionate share of raw materials 
to total imports is also increasing. The whole concept of Imperial Preference 
has also got to be viewed in a new perspective. The balance of p.ayment problem 
demands greater cohesion of a convenient area like the Empire or the 
sterling area and the growth of multilateralism within the Empire in the first 
instance might help restoring balance to the world trade. Another important 
factor is the consideration ns to how quickly nnrl easily we might utilise 
our sterling balances in the purchase of capital goods abroad. Preferences 
given in respect of any commodity should, however, be judged separately on 
individual merits of the case and the same should be negotiated on a reciprocal 
and mutually advantageous basis. 

Qiicfliot} No. ')?). — The Indian Fiffcal Commission cf 1021-22 recommended 
that, if ihe policij of Imperial Preference teas adopted on the lines indicated 
in their PiCport, ih application should be governed by the following principles: — 

(<i) that no preference should be granted on any article without the 
approval of the Legislature; 

(6) that no preference given in any way should diminish the protection 
required by Indian industries; 

(c) that preference should not involve on balance any appreciable econo, 
mic loss to India. 

On the assumption that the scheme of Imperial Preference is continued, 
would you consider ihe above principles adequate? If not, would you formulate 
a comprehensive set of principles that may be applicable to the circum^ 
stances of the present? 

The Committee feel that the whole question of Imperial Preference should 



333 


be considered iu the context of the new political relations between India ai'd .the 
:U. K. and the Commonwealth. Apart from political affiliations, it is also 
necessary to consider as to how far the continuance of the scheme of linj;erial 
preference would assist the development proj'runiiiies of India. In anv case 
the question of preferences should be considered iu respect of each commodity 
on the merits of the case and the principles indicated by the Fiscal Commis- 
sion of 1921-22 in this connection should be broadly followed. 

Question No. 00. — Would you tnalie a broad analijHis of the effects of the 
preferences granted and received by India and U. K. respectively under the 
Indo-Bntish Trade Agreement of 1939, as modified by the provisions of the 
General Agreement on Tariffs and Trade under the following heads: 

(а) Expansion of trade; 

(б) Customs revenues; 

(c) Price levels of preferred commodities? 

Question No. 61.— Please attempt a similar analysis in respect oi the trade 

S.7':£si“t ;• ,;3: "•« i. 

i- iCu, S S. ulTlttVXZT ," "■ “ 

for 6 3 ears, completely disrupted international trade Th continued 

date has presented further complications on accoLfc^nf I ^ 
difficulty experienced by almost every country Tht i' f ^ payments 

trade has been induenced more by the exigencies of fchp toreign 

normal forces connected with iiternation^al trade In situation than 

would not be possible to assess with reasonable Hpm.;. f circumstances, it 
of the Indo-British Trade Agreement Similarlv of accuracy, the results 

of the Indo-British Trade Wement IT 3’ ^ modifications 

General Agreement on Tariff anT Trade wTufd Z l\ 

statistical study. * would not also lend themselves to a 

/:x It z™- 

on India vis-a-vis (a) the United Kinndn con/er ani/ bargaming strenqfh 

and (6) «on * 

some examples. ^ ‘ pt^ase illusirate your answer tvith 

of pttenTeT obligations implicit in the system 

mg strength vis-a-vis the \jnjted Kingdom and advantages or bargain- 

the extent of the advantage acerffinTtn^^^^^ Commonwealth countries. Even 

importance of the commojties or articles on thTnh “I*®” relative 

The preferential asreement in fLf • Preferences are exchanged. 

relates r.ith ^n CoZonwed^^^^ f" ee he^ 

ed here that after b 

our export to non-Empire countries r^tered a Tchne ' 
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of {.references between (a) India and the United Kingdom, (6) India and the 
other Dominions, and (r) India and the other British territorLe87 

(») If you are not in favour of continuing the existing system, what modifica- 
tions would you suggest? “ ‘ 

As i^lnted above, the desirability of continuing the existing system of pre- 
ferences will have to be judged in the context of the new polit'cal and world 
economic set up. In particular, it lias to be borne in mind that the preferential 
ngroemont does not adversely affect our bargaining strength with nou-Coranion- 
wealth countrie.s. The preferenfal arrangement should also be subject to 
continuous review and anodifications in the light of changing circumstances. 


Section Cr 

Treatment and obligations of protected and assisted industries. 

Question 66. — (a) Do you consider that industries receiving protection or 
assistance ficm Government owe a special obligation to the rest of the com- 
munity as regards the manner in which they render their services? 


(b) If so, please state your views as to (hese obligations under the following 
h cauls: 


(i) price policy and price structure; 

{ii) wages and conditions of labour; 

(Hi) adoption of technological improvements: 

(iv) initiation of research in the technique of production and distribution; 
(a) training of apprentices and Government scholars and stipendigrics; 

(w) control over the disfrihufion of the products of proheJed industries 
in certain contingencies. 


(n) It is caid that inasmuch as the grant of protection to any industry implies 
niacin^ of some burden for some time on the country as a whole, protectel 
industries may bear certain special re.sponsibilities. The Committee, however, 
conskler that it will be wrong in principle to lay down a nmfovm course of 
bebav'our fn- all protected industries irrespective of their size or capacity. 1 ho 
obli'^atioiH that the protected industries are expected to bear sboulcl bowvver, 
be according to the nature and capacity of the indus ry. If it is decided to 
rdve piotoetion to some cottage industry, tins industry cannot be ;0 

bear the responsibilities by way of application of research in the 
teehnkiue of production, expans'on in the size of operations etc., as ^ 

•Ponired of lai-e-scale industries. It will, however, be fatal to fetter the 
r e lorn o i nagement of largo scale protected industries on general principle 
th-U pmteefed iiufustries owe a special obligation to the rest of the community. 

(U) fi) Generally the State should not interfere in respect of the Po'icy. 

exipticL being (1, p.ovod eases of 

where lb,; pvoteetion given is through quantitative lestuot.ons. 

S!:;l sxsxs’siis? ;=z3 



I 


335 


A imiform scheme cannot be forced on all the recip'eiits of protection. These 
matters may be reviewed by the Tarirf Board in its periodic inquiries. 

fv) Protected industries may be required to undertake the training of 

apprentices, government scholars and stipendiaries to the extent to which they 
are capable. 


fvi) The action, if any, to he taken in regard to the control over the disfri- 
bution of p«'C(lucts of protected inlustries will depend upon the nature of the 
contingencies that may arise. 


Question G7.— (c) 7.9 it ncrcusnnj to .stipuhife- that 
iiuluNini tilicuhi engutje in nnij rc.sfrictire praefire in 
{ii) di.ilribution, or (iii) prices? 


no prolcchij or assisted 
respect of (i) production, 


(M What general principles u-onUl you suggest to regulate the right of 

associaiion o- combination of the different units in a protected or asshLed 
industry? • 


(a) \\liil3 theoretically it would be cojisidered desirable to proscribe restrictive 
practice in respect of (1) production. (2) distribution and (.3) prices in actual 
practice an interpretation ot restrictive practice will not be found easv It nviv 
lead to unoue mkn-ference in the internal working of an establishment and cucii 
inter erence will be unnecessary and undesirable. Beyond general stipulations 
foi the maintenance of competition. Government ought not to ri-slr'et the 
freedom of action of protected industries as of other industries. 

(b) An association or combination of the different units in anv industry takes 
fc. f ftrouuds. For instance, associations like' the Associated' 
Cement Companies are not intended to function as monopolies, but have the 
pnmary object of regulating sales and distribution in a cheap and economic 
manner. Only when such associations or combinations tend to^ develop mono- 
polhstic tendencies and this could be proved, then there may be a cL for 

^ ”-ed not'be to break such 

as..oc alioHs or combinations, but to regulate tliem. 

iroar,li,,g the financial 

structure of tin: nnlhstnes rerc.ving profection? ‘ ^ 

E"i;s.rs2 

Question (jQ.— (a) Are you satisfied with the present arranacmenis for 
standard, .at, on ana control of the qnnUty of indLtrial proTu2TTJrlic2r 
do you ihtnh that any spcaal arrangements for the control of ountiLi nf ii ' 

products of protected and assisted hidnstnes Vre ncccssarl? ' ^ 

assr •' ■' ”> vs “U-s;. .srt:' 

fc) TI'7)a( m xjonr view should be the structxire and functions of snrh • 

;; Ss z; is3‘S“t s rfi‘“ r 

ed lowardf M i ^ StandLds InstitutLn are dileck 

ed towards piomoting standardisation, quality, etc. in industry and commerce. 
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"While it is desirable to lay down standards of quality, conformity with such 
standards should be secured noiTnally by voluntary adoption by producers and 
consumers. Special arrangements for the control of quality of the products of 
protected industries need not be made. Where the industry has a voluntary 
collective organisation or association, then such body may be asked to safeguard 
the interests of the consumer by keeping a watch upon the members in regard 
to maintaining and improving tbe quality of their products. 


Question 70. — Do you think that the obligations should be embodied in the 
relevant statutes dealing with protected or assisted mduatries or be leji to 
prescribed by the iariff-making machinery on an ad hoc basis, in each individual 
case of an industry seeking protection or assistance? 


Such of the obligations as may be decided upon should be left to be prescribed 
by the tariff making machinery on an ad hoc basis in each individual case of an 
industry seeking protection or assistance. 

Question 71 —(a) Do you consider that any special administrative machinery 
is necessary to ensure that these obligations of protected and assisted industn^9 
arc duly discharged? If so, what form of adtninistrattve machinery would you 

suggest ? 

Or ivould you prefer that this function should be entrusted to a special 
wing of the tariff-making machinery or of any other existing organization? 


(g) Or do you think that it will be necessary or desirable for ^ 

he reDTesenied on the management of protected or (wsisfet? indus^es. m otdcT 
L ZZ ihat tlL obligatLs are carried oat in the epint ,n winch they are 

conceived? 

respect of the industry to the Government. 

(c) It is wrong in principle to have 

of management of a capital, a representative of the Tariff 

S3 siK r.5S".fi i s.-- 


Section H. 

Organisation, methods and procedure 
.aeetion No. 72 .-In the 

existing ansroat o Lvernment’e acceptance of a compre- 

0 / fiecai measures and (ii) non-fiseal measures? 

kensn-e polcy r g 0 ^ wouid you propose 

Question of’OoJemment dealing with these sub, sets? 

in the existing mach y J ^ jiecessary lo 

facal measures, and (w) non jisv . 

view? 
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^ {li) if ao, would you indicate the type of organiaational chart that you have in 
mind? 

Qiicalion No. 75. — (a-) Alternatively, would you prefer a ncricn of ajicrialiaed 
orgaiiiao.fiuns dealing with these particular subjects'? 

(6) If so, how would you correlate the functionn of these administraiive 
oryanisatious ? 

Question No. 76. — /Is a further alternative would you favour only one 

Techniral Organisation dealing with Tariffs, leaving the other subjects to be 

dealt with by the different Ministries concerned more or less in the manner 
foUoivcd at present? 

Quesi.',on No. 11. — Whatever may I the structure of the planning and 

co-ordinaflng machinery that you may ftvour, do you agree that a spacialised. 

organisation for tariff purposes is essential to the implementation of a scientific 
tariff policy? ‘ 

The existing administrative organisation will be inadequate to deal with the 
obligations arising from Government s acceptance of a comprehensive policy as 
regards fiscal and non-fiscal assistance to the industries. 

What is required is development of a new kind of public administrat'on to 
deal with the State’s new and expanding functions in the indu.stnal field. This 
will mean toning up the present adniinistralion and ado[)tuig an essentially 
different technique of administrative team work. If the public- service is to 
secuie the best men, it will be desirable to encourage freedom of niovenjont 
between Government departments and privately administered conceins In 
the matter of new recruitment, the greatest attention will have to be paid to 
work‘ng-o,,t the best methods of attracting tlie right types and of assuring that 

technical as weU as adnnnistrative ability shall be given the fullest recognition 
and scope for efficient service. ^ 

Apart from the re-erganisation of the entire Government machinery cn the 
above Iiues the Committee do not favour any expansion of the gov^nment d 

Sat^rmiphfc Committee also do not agree with the suggestion 

of Uip* necessary to set up one comprehensive organisation (partaking 

of the nature of a trade and Industrial Planning Commission) sub-divided intf 

Tmav Cf “ ^ »nd\xecution of varirs rfelres 

It may, however, be desirable to set up a compact high-powered Commission 
including the representatives of the industry to determine tL ^enLl 

i f^velopment. The £ Motions of thl Co,S sh o^il 

however be limited to an overall survey of the field nf AoAnnrYWA i 

and to the Ibcation of industries and the formulation of priorities. ^ 

As far as the specific obligations referred to above of the GovPmmpnt 
ooncemed, they should be implemented by the various Minisfrip<! ^ 

Tariff Board should be made a statutor^ and 
Board should be assisted by a technical organisation, which will be 
carry out speciahsed investigations. This technical nraAnieof 

different Ministoies concerned, should assist the Tar^ BoLd'^’in^ito^w V 

A specialised organisat on of this tvne is essentiAi fp +ko • i “ 
soientiiio tariff policy. ^ essential to the implementation of a 

Question No. 78.—// so, would vou aarea imth • . 


(i) a permanent body of high standing. 
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(») consisting of members who are of high ahUity, integrity and 
impartiality — preferably with a knowledge of economics and a 
practical acquaintance with 6tisme«s affairs^ 

{Paras. 302, 309 — Chapter XVII). 

Have you got any other vieu's on the status and structure of an appropriate 
Tariff Board or Commission? 

As indicate«] above, the Tariff Board should be made a permanent body. The 
Indian Fiscal Commission of 1921-22 also suggested the establishment of a 
permanent Tariff Board. The implementation of this recommendation is long 
overdue. The Committee also agree with the recommendations of the Fiscal 
Commission that the Board must be one which would command the confidence 
of the country and must be above suspicion of any subservience to particular 
interests. It is essential that the members of the Tariff Board should be 
thoroughly acquainted with the industrial and commercial background as only 
then would the Board work in a competent manner. 

Question 79.— What, in your view, are the appropriate functions of a Tariff 
Board? Do you agree with the recommendations of the Indian Fiscal Commie- 
siini of 1021-22 s)(b/rcf? (Para, 306 Chapter XVII.) 

Although the (Committee are generally in agreement with the recommen- 
dations of the Fiscal Commission of 1921-22, in regard to appropriate functions 
of the Tariff Board, they consider that there should be an extension of the scope 
of the organisation particularly in regard to recommending the nature of 
assistance that should be extended to indigenous industries. Phe Board should 
have the right to initiate an enquiry not only in respect of tariff protection, 
but about all allied problems of industrial development with a -^ew to seeing 
what assistance should be forthcoming from Government. 
not think it desirable lo frame rigid terms of reference to the Tariff Board. Ihe 
function of the Board should be to guard and promote the interests of the 
indigenous industry consistent with public welfare. 

Question SO.— Do vou consider that the existing functions of the preserit 
Indian Tariff Board as laid down in the Government of India ^ 

November 3. 1945. November 26. 1947 and August 6, 1948 {summarised in the 
note to Section B) are adequate? If not, what changes would you suggest! 

The existing functions of the present Indian Tariff Board as laid down m the 
Government of India Resolutions referred to, are wider than those of the 
ad hor bodies consftuted previously. These ctions ^ 

comprehensive enough. Incidentally it may be noted that the present land 

Board is neither permanent nor a statutory body. 

Question No 81 -(a) Do you consider that the present structure and organi- 
satui, of the Tariff Bodrd are adequate for the discharge of the duties entrus d 

to if.’ 

(h) tf not. what structural or organisational changes would you propose? 

Th,. T'le.ent <;lrnct.ure and organisation of the Tariff Boarl are not adequa^ 
for the discharge of the duties entrusted to it. It would be “ 

■.../eestel hefor! to set up a- specialised organisation as "‘’"'"“.‘'A 
R^rd so that the TariS Board may proceed with its work furnished with 
nartieulars The Board itself should function in three, or four sections eao 
mating a continuous study of the developments in the 
This would facilitate not onlv a continuous, but also an exp* rt touch ^ 
problems Molyer, it wo id be possible to deal e^editionsly with issues 

coming up for review or decision. 
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Question No, 82 . — Do you think that the present procedure under which an 
industry's fitness for protection is considered only on application by that 
industry is sound? If not, how would you like it to be modified? 

Question No. 83. — In any case, should the present procedure be modified so 
far as small and unorganised industries are concerned? If so, in what direction? 

The present; procedui'e under which an industry’s fitness for protection is 
considered only on application, does not enable the safeguarding of the interests 
of the ^organised industries. Those connected with unorganised industries do 
not either have the knowledge nor the means to go through an elaborate proce* 
dure of application to the Tariff Board. In the circumstances, the Tariff Board 
may be vested with the necessary authority to generally enquire into the cases 
or assistance that may be required to the industries, although a formal appli- 
cation may not be received. 

Question No 84.~Where the procedure provides for an aopUcatton for 
Board? application be addressed' to Oovernment or to the Tariff 


Question No 85.— -What modifications would you suggest in the presen 
procedure to make it more expeditious. ^ 

bv the Commeree'Tr for protection are first oonsidere. 

a itk saSf t W forwards the same to the Tariff Board onl 

/<“'« oase for protection is made out bv the aimli 
cant mdustiy. This procedure vests Government with Tsc?etio7arv n^we 

MushT m‘o ‘j fho Olaim for protection of a’ 

methods of the Tariff^Board^ wfthT^W present workinj 

appUcant industries, the Committee would of <•>' 

^oa. on^^estions of f-. ‘t J?d^^ 

ahouid not noraaUy ^?t fn ^ud^ent^^o “ th *’® Govemmoni 

on technical matt,m except wh^ appealed toTnCa “r“"" *''o ®oard 

it IS not administrativelv fea^ihla f/x • applicant industry itself 

the Tariff Board, then GoveSe^t shtuU 'oeommendXns of 

give the reasons fop the same. ® ’““wn to the publio 


— "K 1 , ’i'i'tt'rs 

■U/ ih, ohUgaUons of protected «• eoeieied L™f„>"? °f ^"fo^ceme. 


(c) To what extent would such statutory provisions militate against flexibility?' 
How could the possible risk of rigidity in procodure. and adminiitiaUoa impUcOi 
in statutory provisions, he either eliminated or reduced? 

While the Tariff Board must be placed on a statutory basis, only the com- 
position and general functions need be laid down. The Board must, however^ 
be directed to work in the light of the general industrial policy of the Govern- 
ment. This will obviate the possible risk of rigidity in procedure and adminis- 
tration implicit in statujiory provisions. 

8d, G, L. BANSAL, 

S.ecretaTy^ 
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APPENDIX 

‘Copy of a communication No. F. 55141693, dated 28th November, 1949, 
addressed by the Federation of Indiayi Chambers of Commerce and 
Industry, New Delhi, to the Secretary, State Trading Committee, Oovern- 
ment of India in the Ministry of Commerce on State Trading: 

I am directed to invite reference to your letter No. I-ST. Tradf;, 40 dated 
the 19th October, 1949, inviting the Federation’s views on the matters cevered 
by the questionnaire issued by the Committee on State Trading. In this con- 
nection, I am to say that the Committee of the Federation have given their 
very careful consideration to the matters under reference and have desired me 
to address you as follows: — 


According to the Press Note dated the 8th October, 1949 of the Govern- 
ment of Lidia in the Ministry of Commerce announcing the personnel of the 
State Trading Committee, the Committee has been set up to advise as to 
whether, in the context of present-day conditions and taking into account 
possible future trends of India’s international trade, it would be of advantage 
xo constitute a State-owned or State-sponsored organisation for handling any 
■sector of the country s foreign trade and, if so, what the structure of such an 
•organisation should be and its field and scope of activity. 


Scope of ike questionnaire 

The scope of the Questionnaire issued by the State Trading Committee, 
however, is very comprehensive and seems to exceed the terms of reference. 
Ihe Questionnaire is divided into two parts: Part I seeks views on principles 
apart questions of organisation, and Part II seeks views on organisation- 
al ^art from the question of principle. In the preamble notes to 

^art 1 find II. two wide assumptions are asked to be made, namely. (1) that 
It is possible to devise a proper form of organisation for State Trading such 
as would meet all the objections in regard to the innbilitv of the State so to 

^ reaily commercial lines; 

tw 1? Trading is desirable. The Committee venture to remark 

fJnnc +h seemingly prejudges the issue and proceeds on assump- 

.n secrutmy of w^ch is and ought to be the first task of the Committee 

of the Federation, however, trust that the 
Committee will in the first instance, thoroughly investigate the 
Wamental question as to whether it is desirable at all to set up and operate 
a State-o^ed or State-sponsored organisation. In view of the belief which 
the Committee of the Federation find in certain quarters that the best wav of 
impiovmg our foreign trade and economic affairs generally is to place more and 


Bacic ground of proposals for State Trading 

nf *^,® ® Agency handling foreign trade is 

of lecent origin, about a decade old. It was first mooted during the war^and 

te^th-'onV^ ^ complete change 

S the 17 T C C it IT?, The operations 

T be recalled, gave rise to the suggestion that the Gov- 

tew T should set up a similar Indian agency to safeguard the in 

woSd* heln^ the® " organisation of this type 

womd help the maintenance of trade contacts abroad and also effectively ded 

Purchasing Missions which were operating in India at that^time- 
tte bulk purchases of these 'Missions and the war-time contmls and imT.; 

countries tended to keep down Indifn priced 
and canalise India s trade in directions not always to the advantage of Mia 
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With, the end of the war in 1945 and further with the winding up of the 
U.K.C.C. in 1946, the idea of having a Corporation or an Agency to handle 
our export trade had receded. The subject was again brought up some time 
towards the end of 1947 and the early part of 1948 without the Government 
coming to any definite conclusions. After a year i.e. in March, 1949, the 
Honourable Shri K. C. Neogy, Commerce Minister, revealed in the Indian 
Parliament that it was his intention to set up a Committee to exmine the 
question of State Trading on the basis of a State Corporation in some detail. 
The considerations weighing with the Commerce ^linister seemed to be: (1) 
the fact that Government had already undertaken State Trading in some ins- 
tances such as barter deal with Russia on import of foodgrains steel, chemicals 
and fertilisers effected by the Ministries concerned : and (2) the feeling that 
State Trading would perhaps facilitate the fulfilment of reciprocal obligations 
resulting from such bilateral trade agreements as are being and might be 
entered into by India with other countries. Although u Committee was cons- 
tituted for the purpose, further action was not apparently taken by Govern- 
ment in regard to directing the Committee to examine the question of State 
Trading. Again on the 5th October, 1949 the Commerce Minister announwd 
in the Parliament that a Committee would be set up to consider the question 
of State Trading and various issues connected therewith. It would appear that 
this time the factor which re-opened the question of State Trading v/as the 
situation arising out of the devaluation of the rupee in terms of the dollar 
effected in September. 1949 that is. it was felt that State Trading may help 
control over internal and external prices of export commodities, including the 
charging of differential prices and appropriation of surplus P^fite to the 
exchequer. In the Questionnaire of the State Trading Committee the alleged 
dental benefits indicated to accrue, besides "Captation to post devaluato 
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situation, are- E^T-rPromot^^^ Elimination of a possible field for tax eva- 
Sion; Possibility of securing better banking and exchange facilities abroad, etc. 

Principle of State Trading 

From the above it will be seen that although the pattern of our problems 
has been shifting emphasis is continued to be laid from time to ^ 

conducted in the various parts of the world, including I 

There is a TrSin^Bs^'uch^ Agato‘ bulk bliying^^^^ 

•i £.= svj "S 

agency is “solely T the“'“creron“^'S 

InTorln' foreig°n”‘;rr By and large,' the above distinctions and result 
hold good in respect of sales side also. 

Experiments in various countries 

;k ‘s js't. arcs.." S 
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foreigr* trade hi such a thorough-going way. Moreover, it is pertinent to note 
that detailed intervention by Government in the economic life of the community 
is the most where a non-democratic form of Government exists, for economic 
regimentation is part of political regimentation, to wit the centrally planned 
economies of Nazi Germany and Fascist Italy in the pre-war period and of 
Eussii and Argentina to-day. 

The biggest experiment of State Trading Organisation, not perhaps in size 
but in magnitude, relating to the economic unit upon which it has been imposed 
Argentina institution for the promotion of trade of Argentina— shortly called 
AIPA. Under the charter dating from 1946, it has been the sole buying 
agency tor all Government requircinetits abroad. Further, it has been the 
Sole importer of articles like cejn * ii. coal, jute and jute manufactures, etc. 
It buys all food and fodder grauis from the Argentina farmers at fixed prices 
and IS the only seUer for expovK. There is parctically no activity in Argen- 
tiua which is not somehow linked up with or dependent on AIl’A. It is 
however, reported that in a period of tlnee years the activities of this Organisa- 
ATi^i resulted in placing bunlens on the Argentine economy. While 
the AIPA has repressed the internal prices of linseed, wheat and other crops 
to such an extent that acreage under these crops has decreased, the retail 
prices of sugar, vegetable oil, etc. to the consumers have gone up. In regard 
to purchases abroad also the AIPA has not done well. Valuable currency was 
expended to purchase trucks, jeeps and tractors which were of no use either to 
the Army or to the public. Enormous stocks of essential materials have been 
bought and they are lying in sheds all over the country without their real cost 
being known. The position now is that even if Government wanted to withdraw 
trom btnie Trading, the very necessity of covering the multitude of acts ot 
omission and commission makes it impossible to adopt such a course. 

In a democratic country like the U.K. the Socialist Government there 
which hcheves m a welfare state and overall planning is yet to answer the 
challenge that national economic planning is not consistent with the idea of 
free world trade favoured by the British planners themselves. The Socialist 
Government when they came to power in 1945, held on to the war-time system 
0 purchase through the U.K.C.C. but it is interestiug to observe tf,at the 

hv il,»' q' '‘P dismantled 

owed L oSia f 1 ir"'""-'' The Corporation 

m.rrijp 7° n of the war and it was established tor the 

purpase of undertaking certain trading operations rendered difficult lo normal 

conditions ot nar. Even in these operations the general 

hilt tf me ' 7 * 1 ,''°* i‘‘’ enterprise and established^ trade 

that th^TT E r *" Apart from the fact 

of the U K ^“tion, the result ot the interposition 

U. K. C. C, between the U. K. importers and the exporters abroad 

exporI7’ nXIt f between the consumer and the 

incidental disadvantages to the consumer from the bargain- 

f '“’i; Stis: 
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buyer will always be found to have bought- above the market. The fixing 
of prices o\ er the period by long-term contracts may be an advantage when prices 
HTQ rising, but definitely a disadvantage when prices are falling. Some of the 
instances quoted in the British Parliament to prove the burden placed on the 
British consumer on account of Centralised Purchase Policy are : The British 
inanufacl urer has to pity € 23 a ton more for his copjier supplies from the 
T. S V.' the handicap for the British user of zinc supplies is in the order 
of t 16 to £18 a ton; the British user of lead has also to pay about £ 16, to 
k Is UK’. • than the competitive price for lead. His Majesty’s Government 
had covered one year’s agreement with Russia and Argentina for supplies of 
maize T29 a ton f.o.b. for Russian maize and k 27 a ton for Argetine maize. 
During the course of the year, however, the price had fallen down to £ 17 a 
ton. Again, while the purchases through the Ministry of Food might have 
enabled Britain to secure her food from abroad at rea,sonable prices, it is al- 
most certain that the prices which Britain has to pay henceforth would be higher 
thand world prices. Even in the past years the evaluation of the actual food 
cost has been concealed by food subsidies and it has been observed that in 
spite of the high cost of subsidies, British retail foodprices have not been much 
lower than those in some other countries. The U. K. Raw Cotton Com- 
mission. it is also felt, has been obliged to follow international prices fixed in 
‘Alexandria or in New York instead of following internationfd prices fixed in 
Liverpool; the prices at which the British manufacturers are being supplied cot- 
ton ore said to be artificially high in a falling market. The Raw Cotton Com- 
missiou is not viewed with favour as it has not been able to handle satisfactori- 
ly the interests of the British manufacturing and trading interests. 

It may also be noted that the operations of the Agricultural Projecte 
Board set up bv the Burmese Government with the ostensible reason of rehabi- 
litating the rice industry and trade, have not been a success and there is a 
mo^’e to wind up the Board. 

Indian Experience 

The Committee would now like to refer to the full or quasi State Trading 
operation.s undertaken bv our owm Government particularly in food^ams. steel, 
fertilize.- etc. It would !)e worthwhile to investigate if prices pi.id to various 
foreign countries tor the purchase of foodgraiiis on Governnient account have 
been competitive and economical. Such an enquiry is bound to confiim the 
general impression that the overhead charges in making purcliases are great 
and cannot but increase the price of foodgrains imported on Government 
account. The wastage set off by the Government from supplies procured has 
been at a high level and this can never happen if left in the hands of pnvate 
enterprise, faced as it is with the severe laws of competition and .he realities 
of a nrofit and loss account. It is widely recognised that if private tnirlmg 
acenc es were entrusted with the work of procuring food supplies and neces- 

£?— ir s: -'-rt rr.y= st 

of foodgrains would have been more economical if private trader, 
to import. 

Zr thT cJovTcurntriracfed to ^3d1tgoT T™ eri» “ 

Thour™ dolt'peT C-. ev”en''i.cco.-ding to the Govenunent of India the price 
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of imports from Belgium bos been reduced froni Ks. 4*23 per ton 
per ton, but it is not l^no^vn whether these are c.i.f. or f.o.b. prices. 1 he roles 
.at which the Indian business houses could procure sujjplies Iroiii Ameneo weie 
also far below at which tlie Indian 6upi)l.y iMission was able to get supplies in 
Washington. Government agencies purchasing heavj elcctrieul machinery are 
said to have paid 10 to 15 per cent, more on account of sheer lack of buMness 
experience. The Committee may point out that when (jovernment go in for 
purchasing a particular item, the sellers are lempti-d to enter into a combine 
and thus artificiallv force up prices. Government s purchasing Mis.sions 
abroad have indirectly helped the fonnatiini of .such cornliines by asking parti- 
cular firms to supply all the components of complicated machinery even on 
paying a premium of 10 to 15 per cent. Tlie Committee are therefore not 
very appreciative of the fast expandiiig organisation of India Supply Mission 
in Washington or the India Stores Dejiartinent in London which function as 
the Government’s procurement agencies in America and tin* U.K. 


The import of fertilisers on Government account has also not been very 
economical. It has been bi-ought to the Committee’s notice that after the 
abandonment of the allocations made by the International Emergency Food 
Council in April 1940, the Government contracted to purchase Sulphate of 
Ammonia at a rate of £23-2-6 per ton through the agency of India Stores Depart- 
ment, I.ondon. It is understood that it would have been more economical if 
■direct deals with suppliers in Eastern Germany or through the U.S.S.IL Trade 
agent had been made. The Government of India’s purchase of 60 million 
yards of cloth from Japan cannot by any means considered to be a business 
success Kot only the price paid is too high. Government have not also been 

able to dispose off the cloth thus obviously resulting in the dissipation of the 

dollar resources of the country and in a loss to the Exchequer. It is reported 
that the Government are carrying 20 million yards of cloth in spite of selling 
some sup])lies abroad. The points to be noted in this deal are: (i) the oiiginal 
idea was to releieve shortage in India but the prices contracted for were so 
high that the supplies could not be disposed of in India; (ii) cloth was sold 

abroad This sale was effected in the sterling area whereas the purchase was 

made in IT.S.A. dollars. Government handling of the export of texitile to 
Pakistoii has also not been satisfactory. Under the Indo-Pakistan Trade 
Agreement of June, 1948 Pakistan bought only twenty thousand bales cf 
cotton textile against three lakh bales which were stipulated to be exported. 
Had it been left to the normal trade channels the quota that was to be lifted 
by the Pakistan Government but not so done could have been sold in the 
markets there and this would have helped easing India’s balance of payments 
position with Pakistan. 


The Committee would also like to point out that tliese important specific 
instances of trading by our Government demonstrate the fiitiUt^y cf f-he 
system. Moreover in view of the fact that the country has put before itself 
the target of achieving food self-sufficiency before 1951, it would certainly be 
undesirable to start setting up a costly machinery for the import of foodgrains. 
By the time the machinery is fully established it may become supe'^fluous as 
the target of self-sufficiency in food is achieved. Siniilarly in regard to steel 
it is^ reported that during the first half of 1940, the country has already imported 
2.15.000 tons as compared to the total imports of 1.08,000 tons in the whole 
of 1048. In view of this, it may not he very necessary to perpetuate the 
system of making purchases by Government, as private enterprise can deliver 
the goods to the required extent quite economically. The imported steel end 
the^ idigeucus produced steel may, however, continue to he pooled. In regard 
to inorganic fertilizers also it is reported that in view of the ris? in prices, the 
Goveroment may not go in for procuring chemical fertilizers and therefore the 
•question of setting up an organisation to do so is not at all necessary. 
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The Committee would now like to revert to the points that have been pressed 
recently in support of State trading or setting up a State-sponsored organisa- 
tion fo- conducting foreign trade. r b 

1. Government have already undertaken State trading in some instances 
and therefore the experiment may be extended. 

Fi'om what has been stated above it is abundantly clear that State inter- 
vention in foreign trade is neither desirable nor feasible in the existing circum- 
stances. On the other hand, it is necessary to increasingly permit private trade 
to resume activity in spheres now controlled by the Government. It cannot 
be gainsaid that personal contacts which private traders have established with 
the manufacturers and suppliers in foreign countries are more efficient and 
profitable than State trading. There are definite signs of improvement in the 
supply position in the exporting countries. It is not necessary, therefore, for 
the Government to continue to import items like steel in the future on their 
own account. So long as control over internal prices continues, Government 
may merely regulate imports through licensing and also control the distribution 
of certain specified commodities by requiring the imports to sell at certain 
fixed prices. 


The fact that Government has barter deals with countries like Russia, 
should not be an argument for extending State trading. India has not accepted 
the mechanistic conception of economics or the way of life followed by the 
Soviets. If it is maintained that a country like Russia, with which India has 
trading connections, desires trade being conducted on Government account, 
it is also pertinent to point out that other countries such as the British Colonies, 
are definitely against trade being conducted on Government to Government 
basis. In the Committee’s considered opinion, our own beliefs and resources 
should, therefore, govern our conduct rather than what other countries wi?h 
us to do. 

2. State trading will facilitate fulfilment of bilateral trade agreements: 

The question of fulfilment of our obligntioiis under bilateral or barter agree- 
ments entered into with other countries does not provide an adequate reason 
for continuing or- extending the system of State trading in 
past, we have had bilateral trade agreements, for instance the Imlo-Japan 
Trade Agreement, which, among other things, involved the exchange of raw 
cotton and finished cotton textiles. It was not felt necessary then that Govern- 
ment should handle the trade concerned. Trade was left to the normal 
choimels, although perhaps the State exercised some measure of overall super- 
vision. As regards the fulfilment of quota targets, the Committee 
this can be done even now without the necessity of resorting to State trading. 
Govnnment can grant to parties concerned adequate quotas .or the 
export listed in the trade agreements and keep a watch without much difficulty 

over whole matter. 

curcnieiit to privnte agencies for affecting both imports and exports. 


3. 


State trading will help meeting post-devaluation situation. 

prices and appropriation of surp us p o prices for goods consigned to 

-titS’hrJ ^UXr^r^St of Laluatio^ 
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goods would be cheaper in terms o£ cuiTencies of those countries. It is 
regarded that a multiple price policy for our export trade will fetch niore 
earnings. But the Committee have to poiiit out that the exportable commo- 
dities which lend themselves to such differential price treatment are very few 
and recourse to State Trading for this purpose will raise more problems rather 
than benefft the country. The only possible way is to increase the existing 
duties and levy new duties on such goods whose competitive capacity will not 
be adversely affected in the world markets. 

The Committee will now consider the suggestion of setting up a State- 
sponsored Corporation. The Committee would like to straightaway say that 
a State-sponsored Coi'poration, even if it is guided by a Board of Directors which 
includes non-officials, is bound to become the traditional departmental-bureau 
type, of organisation. As an administrative device, it will suffer from the same 
drawbacks of any departmental transaction. 

As far as the Committee can see, the urgent issue before the coiinti’y is 
how to ensure import of supplies such as the raw jute and raw cotton at econo- 
mic prices from Pakistan. In regard to raw jute, it may be noted that the 
Indian Jute Mills Association has already evolved a scheme which has been 
accepted by the Government. As for raw cotton supplies, favourable alterna- 
tive markets are already being explored. 

4. State trading will help export promotion, eliminate evasion of tax, 
secure better banking and exchange facilities abroad etc. 

It is not known how' State trading would help step up exports. On ibe 
other hand, State trading, which involves imposition of unimaginative and 
rigid rules on conduct of business, will be the last thing to assist our export 
drive. 

The paucity of competent personnel with sufficient trading experience 
should serve as a pointer to discard all schemes of State trading, [t may be 
noted that the Export Promotion Committee, which w'as recently set up by 
the Government of India, have reoemmended against the formation of councils 
for various important commodities because they fear that there is great lack 
of competent staff. If the lack of staff can come in the way of forming councils 
for important commodities, it can hardly be understood how any scheme of State 
trading on a large scale could be conducted under Government auspices. It 
would be profitable, therefore, to think of implementing the recommenc’atious 
of the Export Promotion Committee in regard to liberalisation of export 
control, the institution of quality control, grant of drawbacks of che import 
duties on vital raw^ materials and refund of income-tax on a percentage of 
profits made from exports. 

Foreign trade forms only a very small part of the total trade of India and 
under the existing regime of exchange regulation and controls it is easier to 
check tax evasion, if any, in the field of foreign trade. If it is felt that 
there is tax evasion, the solution is not State trading which will only adversely 
affect our foreign trade and eventually the finances of the Government, but 
greater vigilance on the part of Income-tax Authorities. 

It is not known how State trading would help securing better banking and 
exchange facilities abroad. In fact, the immediate result would be to up- 
set the working of foreign capital engaged in the foreign trade of India. It is 
estimated that some Rs. 175. to Rs. 250 crores of foreign capital is engaged in 
this business and any hasty step on the part of Government would perhaps only 

res^t in a flight of capital from the country, thus leading to various economic 
and political complications. 
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foreign trade from their lawful ® ,'»"n>>er of small traders engaged in 

Lt^er“ f r ^ SeT?^ 

nnlv c u lenient s responsibility to ensure employment and to take 

en^plo^n'ent’ " avenges of 

^hnl]7T7^' principles of public finance demand that Government 

shou not enibark on schemes which are full of risks. Revenues of the State 

Jioul, I normally be of a stable nature and should not tend to fluctuate 
violently from year to year. State trading, if resorted to. is certainly bound 
to creafe uncertainty about the revenues of the State. If losses were to be 
mcMirred m trading transactions, it would ultimately mean that additional 
burden would be placed on the tax-payers and on the national economy as a 


On the export side, the Committee consider that it may ba worthwhile 
to form Export Associations on a commodity-wise basis. There are distinct 
arhantages in unifying trade in particular commodities and to form Asso- 
ciations on 0 co-operative basis. Such Organisat'ons w’ill be able to secure 
the willing response of the trade to the exigencies •){ State requirements with- 
out at the some time losing the vigour and resili-uice of private enterprise. 

As for promoting the sale of cottage industries goods, the Committee have 
to point out that export market for established items like handlooms have 
teen built up by private enterprise. In regard to many other items, an 
endeavour must first be made to ensure that the supplies are regular. In the 
Committee’s opinion it would be worthwhile to encourage tourist traffic and 
make it possible for increased sales of Indian specialities instead of spending 
money lor popularising these goods abroad. 

Finally the Committee wish to point out that- private enterprise has made 
a definite contribution both in the import and export trade of the country; if 
there are shortcomings and defects in the present organisation of India’s 
foreign trade, they have been only exaggerated by frequent changes in Govern- 
ment's licensing policy and the multiplicity of controls and unimaginative 
exercise of such controls by Government, resulting in business uncertainty. 

The iiasic problem facing India’s export trade, namely, the quality of 
Indian products, cannot be solved by State trading or a State-sponsored Cor- 
poration. Improvement in the quality of Indian products and the cheapening 
of Indian products, however desirable, are ^*ider problems which have to be 
tackled at different’ levels than at the export point. The Committee consider 
that India’s export trade can be promoted only through increasing productivity 
and efficiency and not through measures like State Trading. 

The Committee have to emphatically point out that State trading or a 
State-snoiisored Corporation or Corporations art not long-term solutions to 
an- of‘tbe problems oonneeted with our foreign trade, '^e changes bjougW 
out bv devaluation cannot also warrant Government participation in foreign 
trade,' It has to be remembered that after a penod of time, some fom o 
normalcv of trade operations is bound to come into being. 
the question of State Trading should be judged by other considerations, the 

verdict of which is against State trading. 
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In this connection, the Committee wish to refer to the undesirable results- 

that can flow, were the State to abrogate to itself a monopoly position in the 

trade. Por instance, there was till very recently i.e., the 17th November, 

1949, State trading in tin; Government would not allow free trade in tin to 

function presumably because they held a very big stock of tin purchased at 

higher prices which would have been difficult to dispose of, if private imports 

were to have been allowed. According to a Press Note of the Government of 

India in the Ministiy of Industry and Supply, dated November, 17, 1949, tin 

will be issued from Government stocks at Rs. 532 per cwt. ex-depots. It is 

undei-stood that Government used to supply tin at Rs. 40() per cwt. before 

the devaluation of the rupee in terms of the dollar was effected in September. 

Although Government stocks had been purchased before the devaluation was 

effected, Government are themselves making profit on these stocks. This 

action goes counter to the prognosis of the Prime Minister in liis broadcast to 

the nation on the 20th September that there is no inherent justification for a 

rise in prices of the commodities already imported from the Dollar Area, and 

his warning that any speculative action would be detrimental to the interests 
of the country. 


The Committee strongly feel that Government who Iiave decided to give 
up State trading in tin and propose to permit private trade to import steel, 
should not do anything that would neutralise the effect of their poliev to 
liberalise the trade channels from restrictive controls. Govcrnnient should 
also keep m mind that State participation in foreign trade will result not (.nlv 
in the dislocation of the trade hut also lend to distrust in the minds of the 
overseas buyers and sellers who have through their past business connections 
with their Indian counterparts, established mutna! confidence. Moreover, in 
the e.xistmg state of the Indian economy, any scheme to embark on State 
trading operations will result in a setback to the confidence which is -siowlv 
returning to the trading circles in the country. It is also wrong in principle 
and* of State Trading as it repudiates our whole economic basis 

useful ttal eTtoprt"' ' of 


Federation, therefore, trust that the State Trading 

I .5'™ consideration to what has been stated above 

md advise the Government not to take any precipitate action which 4ll raise - 
more problems rather than meet the ones facing the country 


Punjab Chamber of Commerce. New Delhi 

Memorandum to the Fiscal Commission submitted on 2^rd February 19,50 

Chamber of Commerce covers mainly the Punjab and Delhi 
and mcludes m its membership interests representing large-scale indu<itries 

Sauce"^Thri^’ wholesale and retail tradfs and banking and 

Sr , u ? 7*'®'’® ooonomio life was badly shaken durimr 

1947-48. and has not regained equilibrium even now In the PhoTr»he.y.'c, • ^ 

industries should be helped in their schemes of rationalisation 
to advance loans to trade and iudusfry, and a State-aided Finance 
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Corporation, an Industrial Bank, or an amalgamation of the various smaller 
banks is a virtual necessity. 

(2) A further stimulus to investment through 

(a) a substantial relief in taxation, including company taxation, to 

increase the ability to save and to invest; 

(b) the removal of deterrents to industrial enterprise, such as statutory 

introduction of profit-sharing schemes, threats of nationalisation 
and State Trading, and the Industries (Development & Control) 
Bill which, even in its modified form, is a typical example of 
powerful disincentives which industry has to face today; and 

(c) an assurance of Government assistance to industries by way of 

research, and in securing them machinery, industrial raw- 
materials and skilled personnel, including a Government guarantee 
of return in essential industries for certain limited periods?* 


(3) Encouragement of foreign investments in India, by 

■ (a) a re-statement of policy, and an assurance that profits, royalties, 
and dividends, as well as the capital amount, may be taken out 
of India at any time, subject to considerations of foreign exchange; 
and that equitable compensation would be given in the event of 
compulsory acquisition of any property, business or industry; 

(b) the removal of discrimination against foreign capital in mattes M 

taxation and a guarantee of no-d,scnm.nation m rhe future 

through taxation or otherwise; 

(c) the early conclusion of agreements for the avoidance of double 

taxation; 

(d) other stimuli to investment and the removal of deterrents mentioned 

in paragraph (2) above; and 

(e) a more positive approach to labour as explained in paragraph (4) 

below. 

(4) A more ^ poTicy^of wagTstawSon, the relating 

reduction *^0 pnces of toodstuff^^^^ 

of wcrhing hours ■'Abandonment of schemes which involve con- 

Mle ^x^enlrbut have no direct or immediate bearing on efficiency^ 

(5, Top priority for all muUi-purpose projects “ 

ftfhl“?ntlri« (2) Lrease the production of food and reduce 

imports of foodgrains. , , . t nf the 

tries which are necessary for chemicals) have obviously 

SSsation in the future (machine „ ^7them. For the others, the 

lir' oflL^Ther‘hand^™he° iriterTon of natural advantages should perhaps 
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ti: put in the negative; and an industry should jiofc be given protection if it 
.has no natural advantages. 

Apart from this, there should be tests for continuing protection as Jiiuch 
as for the grant of it. All industries cannot be granted protection, and pro- 
tection once given cannot be continued indefinitely. There should be cal- 
culated regularly for each protected industry, index numbers of cost of pro- 
duction for purposes of comparison; and protection itself should be nt a 
diminishing rate to guarantee increasing efficiency, and a progressive cutting 
down of costs. 

Subject to these considerations — and others relating to foreign exchange 
resources — India should have the freest trade possible. 

(2) The Tariff Board should assume a more positive role and (-ease to be 
merely a sort of a judicial machinery weighing nicely evidence of costs and 
prices. Tt should be a permanent body with a permanent secretariat function- 
ing frorij day to day; examine references made to it without unnecessary deday; 
and continuously watch the progress of an industry under protection and recom- 
mend changes in the rate of protection as circumstances arise. 

The Tariff, Board, secondly, should consist of both officials and non-olficials, 
though not necessarily of parties interested in u particular industry. 

(3) The Chamber’s interpretation of the Havana Charter is that a commer- 
cial policy as is suggested in paragi-aph (1) above would be permitted, and the 
Chamber, therefore, recommends adherence to the Charter and the consequent 
participation in the International Trade Organisation. 

The Aluminium Corporation of India Ltd., Calcutta 

IniroducUon . 

At the very outset, we feel it necessary to describe the importance of 
Aluminium Industry and explain how it developed in India as well as in other 
parts of the world. It is, however, not necessary to describe the usefulness 
and utility of this most important light metal ns well as the importance of its 
being produced in this country. All these factors have been thoroughly gone 
into by various Committees set up by the Government of India from time to 
time including the Tariff Board. • We will limit ourselves to making this ebser- 
yatim that Aluminium is the only non-ferrous metal which can be produced 
in abundance in this country due to large deposits of bauxite and potentiality 
of cheap Electric Power. There is no possibility of developing any other non- 
ferrous metal industry as no large deposits of raw materials have been dis- 
covered vet. 

it 

This important metal was first isolated in the year 1825 by a Danish Scientist, 
Hans Christian Oersted and at that time it was, probably, never expected that 
this was going to take such a gigantic shape in years to follow. This metal 
was more precious than even gold and silver, as in 1852, it had been quoted 
at about Bs. 1,600 per lb. It was as late as 1886 that Charles Martin Hall in 
America and Paul Hetault in France discovered almost simultaneously the 
secret of producing cheap Aluminium by use of cryolite as flux and it brought 
down the price to Bs. 2-8-0 per lb. In fact, today, the price of this metal is 
not even Be. 1 per lb. and this is the only metal, the price of which is lower 
than pre-.wai level. 


Price since 1920. 

It is also appropriate to mention here that the basic price of this metal 
tus dropped considerably from pre-war level. In fact during war the price 
was lowea* Btwi at the moment the price is lower than what it was before 
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the wav and probably this is the only commodity in the world the price o£ 
which is lower than 1939 level. The following figures will indicate the price 
reduction from 1920 onward: — 


1920 

1926 

1930 

1935 

1939 

1940 

1941 

1942 

1943 

1944 

1945 

1946 

1947 

1948 

1949 Upto July 
Dec. 1949 


33 • 3 Cents per lb 

28-2 

do. 

23-8 

do. 

10-5 

do. 

20-0 

do. 

18-8 

do. 

16-5 

do. 

15-0 

do. 

15-0 

do. 

15-0 

do. 

150 

do. 

150 

do. 

15-0 

do. 

15-7 

do. 

17-0 

do. 

14 1 

do. 


Production 


According to the Tariff Board Report on Indian Aluminium {»dustry, the 

n of Aluminium in the world was 7 300 tons m 1900; .t mse 
fiftn nOO tons in 1939 and it exceeded 3 nulhon tons m 1943. ine proauc 
iLfof Xr non-ferrous me.ai expuuW 

got cheap and f the Governments of these .:ountries 

Soda, Petroleum . Jov<.lnninf» this industry to reach to this 

gave them oil Co.upanv of Canada which'owns and operates 

gigantic size. Ihe Aiuminmu i . . both Alumina and 

the largest to the extent of about 40 per 

Aluminium was allowed a p , Ij ^ value of the plant. 


Aluminium Company of Canada 


Aluminium pig i»yof« cant in cents 

per lb. 

1942 

produced 

First half 1945 

4. ^^pwial Depreciation - • • ' 

11 09 
•14 

•33 

5-44 

13 14 

-04 

•27 

5-48 

17 00 

18 17 

5, Interest (proportion) - ■ ' ' 

Total Costa 

•26 

24 

17-26 

19*17 

v K*‘s.K.r~- ' 

21 01 

3 75 

1 06 

21-76 

2-88 

•62 
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9. Profit on U.K. Government Contracts after 
taxes 

10. Percentage profit before income-taxes to 
costs ....... 

1 1 . Percentage profit before income-taxes to 
selling price ...... 

12. Percentage profit to sales after due pro- 
portion income taxes .... 

13 . Base Price ...... 

14. Esclator Addition .... 


1042 First half 104.1 


2-76 

1-96 

22-0% 

13-7% 

17-8% 

11!)% 

13 1% 

9 0% 

17 .5 

16 0 

3-51 

5 7r) 

2i 01 C 

21 7r> CJ 


to Canadian 


(Souree: — Third Report of the Special Committee on War Expenditure 
House of Commons, Jan. 26, 1944.) 

Frolu the above figures it will be noticed that the actual cost of production 
in lt)42 was ll'OO cents including depreciation hut they were allowed a speidal 
<lepreciution of .V44 cents per Ih. and the metal wa.s sold to tlie I'.K. at 
■c-ciitK j)er II). wliich is practically double the actual cost of i>nKluctioii. fr 
ict, they realised a little over 22 i)cr cent of profit from such sales and a 
le same time wrote off tli.* vhIilj r»f fh.» idnnf 


In 
t 


ilep 
cents 

the same time wrote off the value of the plant. 

V, S. .'1. (iovernment An>iixf<fiirr fn hnUixfijj 

I'urther assistances were given to jiroducers, of ,\Iuininiuiii in the U.S.A. 
by the War Assets Corporation of the (lovernment of U.S. by leasing the 
Aluminium Plants built during tlie war for very noiniiial return an<l by selling 
some of these plants at almost 25 j)er eent of original cost. .\s for oxamjjle 
111 11)46, Permanante Metal Works belonging to Kaiser Fraser Group got the 
lease from War Assets Corporation of two Government owned AlumHiinin 
plants at Spoknna. W’ashington and Reynolds Metals Co, leased largest 
.Aluminium plant at Hurricane Creek. .Arkansas. with annual productive 
wipacity of 1 billion .55 million Ihs. and Government owned .Aluminium Reduc- 
■tiou plant at Jonesmill. Arkansas. Some of these plants were later sold at 
almost ;[ ol its costs, e.g. Alcoa purchased the Afassene Plant in X.Y. State 
in * !' capacity of 108.(K)0,()0() lbs. a year and which originally costed 

].) million dollai-s at a sum of 5 million dollars only. Tn the same wav, the 
River Bank plant also of the same capacity i.e. 108 million lbs. a vear was sold 
•at a similar ))rioe (ref. Modern Metal 1048 issue). 

lolicij of Grcai lirifain, Jopoii aud France (jQve/nmi'nt 

It lias largH deposits of bauxite and chea^ hvdro-ele^tric^ power^Th™" 

■s still protected— the protective dutv rnnni.'m „ i • J '"'Ixstiy 

Japan starting from a scratch output of l/tLs fn ’i933"%h'’ wf"/' 

Aluminium Industry in the world ^wns hnilf nT^ -lu- kirgest 

■self-sufficiency at a’ production kvel of aS M tons “ 

iptoduction was accelerated to d peat of IsSlii^’^s ornletalTn'^^'^’TW: 


4 - 


17MofC 
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rapid development and growth of the Industry was mainly due to the active 
help of the Japanese Government by stopping all imports and by subsidising 
the price by various Government measures. In fact, the highest import ^Yas 
in the year 1935 i.e. about 12,000 tons but in 1938 it went down to zero. 


World Cartel 

In 1926. a strong International Cartel was formed incorporating the Bri- 
tish, French. Swiss and German Producers. In 1931, Aluminium Ltd., re- 
presenting the Canadian interest and one of the largest producers of Aluminium 
in the world joined the Cartel. They absorbed most of the Aluminium pro- 
ducing capacities in the world, their policy being ta dump cheap metal in that 
particular country which started producing this metal and did not choose to 
join this Cartel. The Cartel activities, however, ceased shortly before the 
war in 1939 when Germany went out of the Carte! with a view to control her 
own imports. 

Uptil 1937 India was merely a fabricator of domestic utensils. It used 
to import mostly circles or rounds and had to depend entirely on imported 
cireK;S from the members of World Cartel. Sometimes near about 1930, due 
to irregular supply of imported circles, one of the biggest Indian producers of 
UtensiU- had to sell out its entire plants, machineries and goodwill to the 
Cuiijidians and thus came into existence the present firm of Messrs. Jeewiin- 
lal (1929) Ltd.* Under this Indian name, the Canadians were producing 
utensils and selling these into this country and adjusting the profits as it sujtcd 
them by billing to this company such prices of circles as the profits demanded. 

Historij of A.C.l. LVl. 

In the year 1935/36 the sponsors of this Cori)oration started investigating 
us to how tliis metal could be produced in this country economically, 
sidering the price of metal then ruling and after analysing the various cos 
of production they considered tliat it was a practical and economic 
to start producing Aluminium in this countiy. A Special Mission 'I ^ 
Indian technicians and with samples of Indian bauxite, coal and P®^*^ > 
coke was sent to Japan, England, Czeelioslovakin. Fraiice, (lermany 
Holland. After a thorough investigation they came to the w.:- 

they will have no help from America and Canada. It was possible w o 
technical help onlv in Germany and Czechoslovakia and Norway ggy 

sam!)les of Indian' bauxite and other niw materials were tested and in 
a scheme was drawn up and an order for a complete plant was f 

Czechoslovakian and German firms, of a capacity to produce 2 . 9 W tons 
aluminium ingots, with the minimum economic size of aluniinn ^ 

tons pc^r annum capacity. This plant is a « 0 '>M;leteiy integrated onyg^ 
from the Power Generation to the finished products. The whole ' 
situated at the pit head of our own colliery. It consists of a 

Power Station, Alumina Plant. Reduction Plant. dressing 

Rolling :\lills and Utensils Fabrication plniit that is. right from * ‘ f 

of Indian ore to domestic hollow wares. Although he P--'* a 

our Works is 2000 tons, our Reduction Plant is can be 

production of 10,000 per annum and the olvn bauxite 

ncreased to 20.000 tons annually. Ihe Corporation has , . . ^yelop- 

situntea wit.un „ radius of 150 miles firdoi 

Rd a full-fledged township for housing works, markets. 

huiUhngs equipped with modern f^e to all the employees 

dispensarv etc. and the accommodation » piosmefl tree » 

employed at the Works. - 

•Fotmation of JeeiraiiW<IW*) htd. 
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Delay due to War 

Unfortunately, the war broke out in 1939 and the entire plant could i.ot 
be shipped froni the Continent. About 2 /3rd plant arrived in India and re- 
maining l/3rd remained behind. Since only 2/3rd of the plant arrived m 
Indi .5 and there was no hope of getting the necessary l/3rd of the plant which 
consisted primarily of Power House equipments and since we could not get 
technical personnel which were expected to come from (Jermnny ind other 
parts of the Continent, further progress of the work came to a standstill in 
1939/40 and we just could not do any further. 

Roger's Mission and Government Assurances 

In 1940 Koger’s Mission visited India and inspected our Jaykaynagar 
Works. After a thorough inspection it came to the conclusion that the works 
was most appropriately situated to develop this Industry and reconimended 
to the Government of India as well as to His Majesty s Government tb ttt all 
possible help should be given to this Corporation to produce Alumin\ym 
Indian Bauxite as early as possible, as during those days, import of 
from America was a difficult task and this metal was ver.v bfldly requi«Kt fo** 
defence purposes in our country. We had several discussions with the Com- 
merce Department of the (lovemment of India and we were given various 
assurances by their resolutions, notifications, etc. and were asked to go ahead 
to complete this plant. The Government promised to help us in all possible 
w»iy? for securing the remaining portions of machineries and also for obtaining 
the necessary technical help from abroad. We were further Asked to keep 
on spendiiig whatever money was required for completion of the plant accord- 
ing to the recommendation of the Special Officer appointed by the Govern- 
ment for the purpose. We had been further assured that we would be given 
a reasonable return on the capital invested when the |)lant started production. 
With all these assurances, we kept on working with full zeal and the Managing 
Agents of this Corporation had been able to secure whatever enpihd was re- 
quired in some form or other for building up of this Corporation, Tn 1942. 
we started production of Alumina. In 1040. the Government of India had 
also assured us that immediately we shirt producing alumina it would be taken 
fro.li us for supply to the other Aluminium concern whicli was dominated by 
the Canadians and who were having their reduction plant in Travancore and 
were importing alumina from “Xoi-th America under high priority. Unfortunate- 
ly. th^* Government of India were not able to persuade the other concern to 
huY our Alumina, as they represented that our Alumina was not of the re- 
quired quality in spite of our satisfying them by tests or otherwise. Up to 
that time the Government of India had not been able to give us any technical 
help. They negotiated with the Alnminiuin Co. of Canada for sending some 
of their experts to examine onr .Muminn "Plant and to improve the quality of 
Alumina if it was not of required standard. Three Canadian Expeids* came 
to India f.t the end of year 1943 at a very heavy cost. These experts were at 
our Works for about six months hut we did not receive iinv material benefit. 
While at onr Works, thev were following direct instructions of the Govern- 
ment of India V Supply Department and they were regularly submitting re- 
ports to the Government. We were simpiv asked to give them all nossible 
•facilities ahiV assistances, which we ungrudgingly accorded. After they- had 
spent a fevr" months, we noticed that no material benefit was being derived 
-from vnriovis costly changes in process made by. them and wh understrod from 
-them that they were experimenting as 4|o ,how Indian Bauxite behaved which 
could help them to modify their own Altimina plant which they were putting 
up in India, and our presumption proved correct subsenuently as one of the 
gentlemen was sent to India as the Managing Director of their Indian concern 
and the other as their Works Manager of the Alumina plant at Muri. We 

•Canftditm ExperU>. 
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strongly represented this matter to the Government. At the end of . six 
months, they left us after certifying that we were producing alumina of re- 
quired quality and with best efficiency; they were not able to suggest us any 
remarkable improvement. We again approached the Government with a 
request to stop import of Alumina from America and insist on the other pro- 
ducer to utilise our alumina, specially when the shipping space was so scarce 
in those days; but in spite of all our representations, Government of India 
was unable to persuade them to use our Alumina though the same was 
certified to be a required quality by their own experts. 


ProiJuction of First Aluminium from liuiian BauxiUf 

The balance of the Power Plant, which was ordered out from England and 
a portion of which was once sunk by enemy action and re-shipped from 
England, arrived in India as late as in 1944. If the plant had arrived in time 
we wo\ild have started production of metal by the close of the year 1942 as 
Wits our itrogrjimme ; but on account of the hite delivery of the plant from 
England in spite of the highest priority granted by the Government, we ^<^1^1 
produce I he first metal from Indian Bauxite only on lOth July, 1944. But 
bv that time, war requ'rements had almost ended and the Government was 
faced with the problem of supplying the metal to the civilian market which 
had been starving for the metal for five long yeai-s as the total imports of 
aluminium during the war were wholly utilised for war purposes. It wiU 
not be out of place to mention here that during all this period, the Corpora- 
tion trained up n team of Indian Technologkta, mostly ^aduates from the 
Indian Universities and a' few from foreign Universities also in 
tcehiiieal processes of iiroductiou of iiluminium froin Bauxite, immediately 

were al.io approached and their representatives came and visited our pto 
of production 

pool and price fixation 

T ih .Middle of 1945 the Government of India created an Aluminium 
l>„„l"whi:.h tooh control oi indigenous and wLt^arZehwZn 

the metal for civi ian , ,,‘ent fixed the prices of both the 

i„digenoii.s cost of the cost of and after 

indigenous producers aftei exnenses The prices fixed by the 

disallowing certain nnpoH t ^ production of this Corpoi-ntion are de- 
.Goveriiinent - J ^ fju, the date of production: 


toiled below 

Financial year (April to 
March) 

44/45 

45/46 
40/47 
47/48 

•48/49 


Actual Net cost (without 
profit) 

R.s. 8,344/- per ton 

Rs. 3,460/- per ton 
Rs. 2,937/- per ton 
Rs. 4,024/- per ton 

Ra. 3.780/- per ton 


Price fixed by Govern- 
meni 

Rs. 3.538/- per ton on production 
upto Slst Doc, IMo* 
Rs. 2.850/- per ton. 

Rs. 2.860/- per ton. 

Rs. 2,850/- per ton on 

apto 30th June 1948. 

Rs. 3.200/- per ton 

from July 1048 to 
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It will be noticed from above that the Corporation has received no profit 
whatsoever, in fact, we have not been allowed even the full depreciation, what 
to sijeak of any return on capital. 

High production coni and power 

We would like to mention that the main reason for higher production cost 
of the Corporation is the complete change in economy of power generation in 
Indisv. Jt is a well-known fact that no spare hydro-power was available ftt 
chenj) rates to any centre before 1937 and it is not even today. As stated 
earlier, our plant was erected at the pit-head of the coal mine to produce 
thermal power as it was estimated that the cost of production would be in 
the neighbourhood of about 0*1 of an anna per unit, basing on the then co&l 
price of Rs. 2/4/- to Rs. 2/8/- per ton at the pit-head. Since then the cost 
of coal raising has gone higher and higher every year and the present cost Of 
mining coal , is about Rs. 15/- per ton resulting in the cost of generation Of 
power to us @ about 8 pies per KW. We shall describe Jater the effect of this 
high power cost on the cost of Aluminium production but from the statemfent 
given below it will be noticed that the Corporation was losing constantly from 
the date of its inception with the result that we have not been able to pay 
interest even on preference shares: 


Year Eadbig 


ffeceipfs, — 

Sales of our own production 

IixpendiiurM. — 

(а) Wages 

(б) Raw materials A Mores consumed 


interests including debenture interests, royalty A 
cess, insurance, etc. .... 


Total 


Depreciation 

Grand Total 

Net Loss for the last 3 financial years 


Total 


31-3-47 

71-3-48 

31-3-49 

42.9S.211 

20,88,320 

51.60,358 

17.65.254 

16,56,922 

21,33.949 

10.94,369 

14.49.820 

16,60,377 

28,59.613 

31,06,742 

36,94,326 

» 

5.39.311 

6,20,361 

6,72,427 

33,98.924 

36.27.103 

42,66.748 

15.15.901 

14,57,855 

14,00.513 

49,14.825 

60.84.958 

66.67,261 

6,16.614 

29.96.638 

5,06,003 


41,20.16& 

un^sorbed depreciation as on 31-3-49 to the extent of 

its. Qly03|722. 


Tariff Board 

■ “Ode repeated representations to the Government on the subject show- 
ing our inability to exist and we were assured that the Tariff Board was being 

S’™ relief to enable this 

Work" of ‘he Tariff BoaJd visited our 

""v examined elaborately at Ootaoamund. the 
report of the Tanff Board was submitted to the Government of India by end 

took^arre^^w? ‘ fi!"® “hanged and the Interim Government 

SatfS'r representatives of the Corporation saw the then Hon'ble 

Minister of Commeroe, they were told that the Hon’ble Minister was not 
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interested in a long range policy o£ the country and that the matter will be 
re-examined. The matter thus remained in melting pot. India attained 
Independence in August 1947. The matter was further pursued and an 
Ad Ho ; Committee was appointed by the Ministries of Commerce, Finance 
and Industry & Supply to again go into the matter. Unfortunately, it again 
took another two years before the Committee could finalise its findings and 
we had no alternative left but to continue working of the Factory even at a 
big loss as a closure would have meant total stoppage of the plant for a long 
time and thus disbanding the team of technicians and workers who were 
trained for this particular industry at a great cost. We kept this National 
Industry running with sincere hope that the Government will come to our 
rescue and it was only in May that the final figures of protection including 
subsidy* were announced by the Government. These figures when worked 
out shows the following picture: 


Government estimated Landed Cost per ton C.I.F. 

30% ad volortm duty 
Protective duty 

Subsidy • * . * 

.. 2.886 2,719 2,653 

Final price realisable by US • • ■ 


1949.60 

1960-51 

1961-62 

Ingots 

Ingots 

Ingots 

Rs. 

Rs. 

Ri. 

., .1,276 

1,276 

1,276 

. 382 

382 

382 

‘ 328 

237 

146 

900 

826 

760 


Devaluation 

We a-^ain represented to the Minister of Commerce and Industry & Supply 

to f ceZn extent and we are giving below its efteet on 

present price : 

Effect oj devaluation on Landed Cost of ,41. Ingots 


Price per ton cif including landing charges. . 
30% ordinary duty ad volorem . 

Protective Duty 


Subsidy 


Before 

After 

Rs. 

Re. 

1,437 

1,647 

423 

488 

328 

328^ 

2,188 

2 463 

900 

900 

3.088 

3.163 


Disposal of Metal 

,Ve wish to n>sbe s mention that sinee 
1944, we had to oross another hurdle and^ tha_^ wa 
metal though the quality produced ) P J 

.(Joverument Test House of ^,eu for relieving us of 

of India’s heavy import approached the different Minis- 

stock of our ingot ’t ted the Hon’ble^Ministers but disposal of our 

tries and Jeewanlal (1929) Ltd. which concern, as 

metal was linked up with . Canadian interests and who were the 

stated before had been domniated^by^ Canadian 

main importer^ of the metal p , for few months only and 

s ;:=.r3S'“‘ 


•Protection and Subsidy. 
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tive years for the Government to decide that ])eniianent policy and during the 
course of these five years we made a number of representations to de-link our- 
selves from Messrs. Jeewanlal (1929) Ltcl. and it was in middle of 1948 after 
a very great difficulty that we were allowed to dispose of our metal direct. 
We may make it clear that although we were admitted us u meml)er of the 
Pool in 1947, we had no powers to dispose of our own metal arid it was only 
Messrs. Jeewanlal (1929) Ltd. who were solely responsible to operate the Pool. , 
On our verj* strong representations both in writing and in person and after 
proving that huge quantities of metal were being imported and our indigenous 
production was placed at a disparity to the consumers, who were mostly in 
Bombay, lo an extent of about Rs. 100 a ton, we were allowed to liquidate 
our stock direct only from middle of 1948 onwards. In other words, we had 
to carry a heavy stock throughout for four years since we began to produce 
the npetal. 

4 

Coat 

4 

I i 

4 

It is necessary for us to give some idea about the lOst of production of 
this metal and explain the reason for high cost of Indian producers. As 
described earlier, North America is the biggest producer of aluminium, even 
though it does not have a sufficient quantity of Bauxite and most of its Bauxite 
is being imported from British and Dutch Guinea and some other places. The 
cost of Bauxite is not more than 5 cent, of the total cost of production of 
Aluminium whereas the cost of power ranges between 35 to 40 per cent. There- 
fore, it is imperative that an Aluminium Factoiyr should be situated at a place 
where cheap electric power is available. The total cost of aluminium pro^ 
duction may be divided into three beads— 


(i) cost of power 40 per cent. 

(ii) depreciation 30 per cent., and 

(iii) other costs including bauxite, caustic sotla, coke, pitch, labour, etc.. 

30 per cent. 

The cost of power as mentioned previouslj is one of the biggest determining 
factors for production of cheap aluminium in this country. The table below 
shows the power costs at certain electrochemical centres of the world— • 



Source of power locality 


Arvida, Canada 
Ontario, Cancula 
Shawiningan Falls, Canada 
Norway .... 
Sweden .... 
India (Travancore State) . 
Bamodar Valley (proposed) 


Source Power cost in anna 
of per KWH 

power 

Hydro 0-044 to 0 066 

Hydro 0 066 to 0-176 

Hydro . 0 -044 to 0 -066 
Hydro 0 - 044 to 0 - 066 
Hydro 0 - 044 to 0 - 066 
Hydro 0 -154 to 
Hydro 0 • 20 


From the above table it is evident that Aluminium Go. of Canada which 
operates the biggest single aluminium plant in the world gets its power at 
the cheapest rate of 0 044 anna per KWH. The lowest price of current re- 
ported m India is 0164 anna per KWH chained by the Government of Tra- 
vaucore for aluminium industry, while the proposed rate offered by Damodar 
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Valley authority to this Corpoi*ation is still higher i,e. 0:20 anna per -KWH, 
which is five times higher than the cost of power in North America. 

The high depreciation needs some explanation too. With today’s price of 
machineries and other supplies, installation cost of an integrated aluminium 
plant nears about 4 to 5 times the total value of the annual output of metal. 
The installation cost of an up-to-date aluminium factory complete with power 
plant works to Rs. 1*2,000 to Rs. 15,000 per ton aluminium per annum, whereas 
the cost of metal is near about Hs. 3,000 a ton. Thus the production unit is 
much smaller than the capital outlay and for this reason the depreciation per 
ton works out to a higher figure. The low depreciation of North American 
aluminium factories is due to big production units. The Arvida Works of 
Aluminium Co. of Canada produces over half million tons of metal in one 
single plant, while as mentioned earlier the Hurricane Creek plant in Arkansas 
in U.S.A. has an annual productive capacity of about 70,000 tons of metal. 


To compensate for this the American producers devised three methods: — 

(1) writing off the total installation cost of their power plant by the 

State and supplying very cheap electric power to this industry 
which is a bulk consumer of electric energy throughout the whole 
year with a constant load factor thus improving the power factor 
and reducing the cost of generation considerably, 

(2) allowing a very high rate of depreciation on Capital outlay as indicated 

earlier, and 

(3) in number of cases selling off Government plants at practically }th 

of the total cost. 


Thus it will be noticed that the two heads of cost of prc^uction are being 
reduced bv these methods of North American countiy. Further, it will not be 
possible for this industiy to survive in this country as Ingot producer alone 
without a heavy protection. It is. therefore, necessaiy to view this 
as a combined unit for production of Ingot as well as Rolled and other finished 
nroducts t.e. sheets, circles, foils, powder, castings, wires, cables, etc. I'm 
the time being India consumes aluminium mostly for production of 
and domestic hoUow-wares and after the partition of the country our 
Lisumption is not more than 9.000 to 10.000 tons per annum. Due to low 
cost of hnported metal there is no likelihood of export of this metal for some 
toe to come, and therefore, the indigenous production should con^eonjy^ 
to internal consumption and we should aim our production to about 10, OW 
tons per annum untd such times when consumption increases d'le to 
^^Sustrial uses of aluminium which will depend pnmarily on installation of 
unL fnr nroducing capital goods. Such plants may take, at least, 10 jears 
plants t P . ^ even then for next five years the requirement of the 

metal* would nofbe more than 20.000 tons. The secondary metal which returns 
to the industry in shajic of broken utensils plays a very important port in t 
metal as it amounts to 25 to 30 per cent. 
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We give below a chart showing broadly the materials required for producing 
fdumnna and aluminium ingots as well as products of aluminium which are 
widely used : 

BAUXITE 


Steam- 


-Caustic Soda, Fuel Oil 


-►Bye-Products (Red Mud contemiog Ti02). 


alumina 


Electrodes 
(Petroleum Coke- 
& Pitch) 


Aeroplanee, 
RIy. Coaobes, 
B<^y Bldge. 
etc. 


r 

Rolling of 
sheets. 


Electric Power, Cryolite etc 


ALUMINIUM INGOTS 


Al. ill 


Hoys 
Castings 
eto. for 
Industrial 
uses. 


1 


Extrusions, 
Pipes, Tubes 
etc. 


Wire Drawing, 
Cables etc. for 
Overhead lines 
etc. 


r 

Circles. 


Utensils. 


Corrugated 

Sheets. 


House Roofing 
eto. 


Expanded 

metal 


^ 

Aluminium Foils. 


Tea 

Chest, 

Lining 

etc. 


Al. Powder. 


Bye-Products 


The Indian bauxite contains a high percentage of Titanum (Ti02) which is 
thrown out as Eed Mud. Ti02 has been separated from the red mud by the 
Council of Industrial and Scientific Kesearch. We have also carried extensive 
researches in our own I^aboratories. It is not yet an economic success as manu- 
facture of Ti02* from its ores is still cheaper. The capital expenditure of a 
complete plant to recover Ti02 including a Sulphuric Acid Plant costs many 
times more than u Alumina Plant todav. 

Rolling Mill 

For the time being, as India is consuming aluminium mostly for household 
utensils it is necessary that Aluminium Works should consist of an up-to-date 
rolling mill to produce sheets and circles. There is a margin of profit in rolling 
as will be evident from the difference in cost of sheets imd ingot. — It comes 
to nearly Rs. 1,569 per ton taking the fresh imported prices of Ingot Rs. 2,463 
and bheet Rs. 4,(^2. The present rolling capacity in this country is quite 
inadequate and unless we have a composite unit upto the sheet production 
suffioienljy^ big to cope with total ingot production and secondary* metal this 
industry will have to expect heavy protection on the ingot production and also 
till such time when we are in a position to write off a good amount of installa- 
tion cost of capital expenditure for new hydro-electric projects and supply 


•Bye-produot. 
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niuch clieapei power to this industi'y. We are aware, however, it has frequently 
been voiced that any kind of protection is a burden on the consumers. We 
may point out that the consumers’ burden is a very wide term and it should 
not be seen from a narrow range of vision. There is no doubt that the cost 
of protection is paid by ’the country but eventually in the long run the consumer 
gets the benefit of same. The Steel & Match Industries are living testimonies 
to a sound protective policy. The cost of Indian Steel is the cheapest in the 
world and it is the Indian consumer who is getting the benefit of saihe. On 
certain manufactures Japan is charging 25 per cent, more price for home 
consumption in order to expand the export trade as this eventually helps the 
country. England likewise exports cars of its own manufacture at a much 
cheaper rate than it charges to its own consumers. It may not be out of 
place to mention, for the benefit of the consumers, that till the day this Corpora- 
tion first started the production, 10th July, 1944, this metal was being sold 
in this country at Hs. 7,700 per ton and as soon as our metal came in the 
market, the consumers got the metal at Rs. 2,300 per ton. 

Tariff Board Recommendation 

Inadequate protection given by the Tariff Board . — It is not our desire 
to go in details of the examination of the Tariff Board, but we wish to 
fbring to your notice one very important matter of policy, i.e., the method of 
allowing profit to the industry. If it is expected that the public should come 
forward and invest capital in a new inudstry, it is necessary that a suitable 
return should be assured to the investors. .\s mentioned previously, the 
installation cost of an integrated Aluminium Plant is proportionately much higher 
than the value of its annual output i.e., investment per ton of metal is higher 
than in other industries. As mentioned in the Report of Tariff Board on 
Aluminium Industry on page 17, the usual practice followed by the Board is 
w allow 4 per cent, interest on Working Capital and 10 per cent, profit on 
the block. But unfortunately while calculating the profit in the case of alu- 
minium industry they have not calculated it on the percentage of Capital but 
have allowed only 10‘ per cent, on the cost of production. This is a very novel 
procedure. This* is quite unlike the procedure which was followed in case of 
the Steel Industrv when their case of protection was examined by the Tariff 
Board over which' the present the Hon’ble Finance Minister. Dr. John Mathai, 

presided. 

The Indian Tariff Board which conducted the enquiry on the Iron & Steel 
Industry in 1934, arrived at the fair price which the manufacturers should get 

as under: — 

Over and above the actual Works costs the following items of overhead 
charges were added: — 

(1) Depreciation at a weighted average of 6^ per cent, on the value of plant 
which was assessed on the basis of production capacity. 

(2J Interest at 6 per cent, on the Working Capital which was reckoned as 
being equivalent to 6 months W orks Costs. 

(,S) Managing Agents’ Commission and Head Office expenses. 

After allowing the above, the Board allowed the all round rate of 8 per cent, 
on the value of fixed assets as the Manufacturers’ Profit. 

The Indian Tariff Board of 1946, however altered the above principals to 
illowing of — 

0) 4 ijei cent, interest on Working Capital, and 

(2) 10 per cent, on the bloc as manufacturers profit 
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According to the Tariff Board the profit allow^ to Aluminium Industry i.r. it 
10 per cent, on cost represents 21 per cent, on the block and work- 
ing capital together but in actual fact there is practicallly no re- 
turn whatsoever on our investments as we have already noti- 
ced from the figures of cost and production submitted on page 0. It is a 
recognised principle that depreciation should be calculated on the replacement 
value of the plant which in our case is over 3 crores of rupees at the present 
market price, i.e. the cost of the installations of the plants at our Works is not 
even half the present day cost. If any new plant of the same capacity as ours 
is installed, it will cost much more thaji what we originally paid. Unless the 
Government changes the policy of paying on cost of production and not on the 
block this industry cannot continue to exist. Even the Industrial Finance ^^or- 
poration of India charges 5 to 5^ per cent, interest from industrial concerns. How 
is it possible that any investor will come forward to put money in a new indus- 
try like ours which has given no return and whicli does not expect to give 
return? Even the Managing Agents of the Corporation have not drawn a sin- 
gle pie as their remuneration, on the contrary, they have been contributing 
substantially from their own pockets to keep this industry alive. 

The Government has to create conditions so that this industry should not 
only survive but should be in a position to expand and to ]>rosper. 


C. J\ Government & d/uminiMW Imluntnj 

About *2 years ago the Government of Central Provinces purchased from 
a Swiss company a Power Plant for putting up an aluminium factory in C.P. 
The plant was originally meant to be erected in South Wa’es in Groat Britain 
during pre-war days but it could not be installed there and was available for 
saie. It is not‘*n6cessary to go into details of high prices, etc. which they 
have paid; the'''Pbw^r' Plant has been purchased and has been imported in 
India and is still lying idle. So far our knowledge goes they have not yet decided 
whei and where to^put up the pliant; also we hear that one crore of rupees has 
already been sunk for this purpose. We have on many occasions pointed out 
to the Director General of Industry and Supply and have also submitted in 
writing that the C. P. plant if installed and worked on the present basis, will 
require, at least, a capital investment of Rs. 5 crores and will not produce more 
than about 3,000 tons of Aluminium per annum and the cost of production 
will be 1 J times than ours. We must give serious thought if under the circums- 
tances it is worth W’hile that the Government of oiir country should themsehes 
take up such schemes and utilise public fund for such purposes. We have 
suggested that since the power plant has already been purchased and paid for 
it may be erected in combinafiun with our plant and in such case thei*e will be 
a further reduction in cost of production at our end and we may be, in the 
long run, the cheapest producer in the country. But all these projects require 
further capital. But since the condition of this industry has been such that 
we have not been able to pay dividend even on the preference shares uptil now. 
We have ro face to go in the market to raise capita! and especially in the pre- 
sent day stringent money market. It is impracticable that any capital invest- 
ment can be had from the public unless the Government conies to the rescue 
by advancing finance. 


Foreign Capital 


We understand that lately the Ministry of Industries & Supplies had been 
advocating the possibility of getting some foreign interests to come and estab- 
lish a bigger unit for Aluminium Production in this country and to ignore the 
existing industry which had been struggling for existence from its very infancy. 


364 


Our Works situated in the area covered under Damodar Valley Scheme 
and one of ttie Dams (Maithon) which probably may be constructed in^a year or 
two IS hardly 20 to 25 miles from our factory. Similarly, Bokharo Thermal 
power station which has already been ordered out is also not very far awav 
freni our Works, distance being about 60 miles, as crow flies. Under the advice 

r\ General of Industry & Supply we had some discussion with 

Damodar Valley authorities regarding supplying us about 25,000 kw. energy 
to produce aluminium and we were offered a rate of Bs. 110/- per kw. a year 
in bulk. To convert it into D.C., we will have to install a rectifying and con- 
verting plant at our end. This A.C. power when converted into D.C. wiU 
cost to us 3‘95 pies per unit. W’e consider that all the power which will be 
generated by the Damodar Valley authority under various schemes will not be 
con>umable innnediately ns it will take some time for consuming industrial unit 
to develop and. therefore, we think that we are ideally situated to absorb 
biilk of power almost immediately. 

Conclusions 


In concluding we will suggest that an industry like ours requires the fd* 
lowing help from the Government: — 

1. An adequate protection from fol'eifih . competition to enable the indua 

try to survive ; it should be dolb io distribute a minimum dividend 
of 6 per cent, free of Income TAX, at least, an equivalent amount 
for reserves. 

2. A capita) loan to the industry, free of interest to the extent of Rs. 5 

crores fen u period of 20 'to 23 years till this dndustiT,- is able to 
stand on its own legs. 

3. Only such quantity of metal should be allowed to be imported which 

is necessary to meet the country's demand after the indigen «it 
production has been completely absorbed. 

4 Since the Government will develop many power projects in near fut- 
ture. cheap power should be supplied to build up this industry. 

fl. Other facilities like cheap transport- chargee, Th 

machinery and raw materials as recommended by the Tariff Board 

should be granted. 


We feel that unless the above conditions are created *’7*^ ,n T 

,l will be verv dimcult for an industry of this nature to get established on sound 
economic basis and which may survive against foreign competition. 

Qucxtior No. l.-Do you consider that the ecornmic 
han so allere.I siuoe II, e Mian Fiscal 

if necessitates a fa.nlamenlal change in M approach Io the problems u. 
which the present Commission is concerned. 

The general economic background of the country has not f 

The most important change is the ^rr'CmiHio;. 

in 1941, /.e. by 27 per cent. The J„Tni, which was already 

:to l)c of the same order. The pressure intense and the urgency 

very heavy in 1922, has in ^ reVieve this pressure on land has 

of developing industries at a rapid rate to r«ueve s v 

become very great. 
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7 j ““ **^^**^*o« of 83 million to the poptilation of undivided 

India and of 67 to that of the Indian L'nion, employment in large scala 

industries between 1923 and 1941 improved only by 9 lakhs. The growth of 
industries since 1922 also created indirect employment in agriculture and trade 
Jiut against this, allowance must be made for the adverse effects it produced 
on small scale and cottage industries. On the whole, therefore, if at all there 
has hem any increase in employment, in relation to the growth of population it 
IS insignificant. This situation calls for a well considered population policv 
to check the wild growth in numbers, but it also emphasises the need of a much 

quicker and al round development of indu.stries than has taken place dnriiitf 
the regime of discriminating protection. * 

The other changes in the economic background are of smaller significauoe 
but they wib have to be taken into account in formulating a correct approach 
to the fiscal problems. These changes are enumerated below’: 

As a result of the policy of discriminating protection, the impetus given 
by the cessation of imports during the war and the higli revenue duties on im- 
ports levied thereafter, a number of consumer goods industries, which had the 
necessary natural advantages like availability of raw materials and a lar»e 
domestic market, which required smaller amounts of capital for a plant of *co 
nomic size, which did not require a large number of technical personnel and 
Mhich did not involve a long tune lag between the floatation of an enterprise 
and production of marketable goodSi have been e.stahlished in the countrv {c q 
cotton textiles, sugar, paper, matches, pliarniaceuticals. .soap and vegetable 
ghee, leather goods rubber g<^ds. cir.) These industries have not been entiivlv 
new. Some units had been in operation for a long time. 

The h.ifre scale consume.- Roods ind.istries which might heieaftei- be "stab- 

neok * "P " 'iniount of pioneei-ing would^ lie 

in il! pi'ogramme of industi-ial development would he 

m tile direction of establishing a number of basic industries and capital «oofIs 

mdustnes Besides being new, these hidiistries would require huge amomits of 

capital and a larger number of highly specialized tecimical iiersonnel They 

f"™ r i" “’a "f prospecting and 

ii^fo the n"s "fTa P'r>'>"<=‘'""- the products of these industries enter 

w b Ml fie 1 r ''-I tl'cy slionid be developed 

,'nisl in 1'^ "/ i" '"^'P l>c Riven 

laise important long term issues. 

f of tile secured market and 

cut off at least two very important industries of the Indian Union from tlie 
main sources of their raw materials, viz. raw jute and cotton. 

improvements, in o„.r aqriculture and 
2. — Agricidture. 

An niCTease in foodgrains production adequate to meet the i-equii-ements of 
the countr.y would be the first necessity. At the present levd of Sation 

'"‘‘"‘io"- the deficit ^has been estimated to* be 
round abo..t 3 nnll.on tons. If this deficit is wiped out by means ef an in 

he P''®®®*’''® o» India’s balance of payments 

^ould be r^uced and it would be possible to import capital -oods eSential 
raw materials and technical skill on a larger scale essential 


I (I 
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An increase in the production of agricultural raw materials like cotton, 
jute and sugar cane of the requisite quality is also called for. It is not, 
however, desirable to increase the production of raw jute and cotton with a 
view to making the Indian Union wholly independent of the supplies from 
Pakistiin For one thing, it would come in the way of India becoming self- 
sufficient in foodgrains, the total acreage available for cultivation being limited, 
and for another, especially in respect of jute, it would lead to over-production 
ill the world as a whole, with disastrous consequences both for the Indian 
Union and Pakistan. Improvement in the quality of agricultural raw 
materials is essential from the point of view of reducing industrial costs. 

Finally, a piannecl development of forests has to be undertaken. Raw 
materials of a number of industries, like paper, furniture, matches, plywood, 
etc., are derived from forests. But they do not exist on an abundant scale 
in the countrv. no attention having beei- paid to a systematic and planned 
development of forests. On the contrary, during the war. forests have been 
indiscriminately cut down. Indirectly, afforestation would help m the pre- 
servation of soil and improvement of water supply. 


2. — Mining 

of .tdem 'int,suv' ami" as" thei,"" oS'uv aliable ‘suppliet'witWn 

to lay down a definite policy, dealing at least with three aspects. 

(1) A thorough prospecting of the mineral resources of the country; 

(2) Their scientific cNtraction and economic utilisation; and 

(3) Their export to foreign countries. 

Although the Geologicai Survey^of India_ Inis 

large parts of the countrv have n ^ minerals, considered essential 

about the existence or otlienvise of the vanous basis 

for the development be 'deficient in a mimber of non- 

ferrous metals hke t'"- Z^i be 'made to ascertain 

if India has forever to depend ' " ^vee* '>"‘1 i* 

11:: “'^11 • ’i^;‘irt Crs ^--g^ot^the^o^ 

ln^1he"geSe7;:iXo;'«-™ T-Ickly as possible, it is donhlfii. 

.h-tlie- the strengtl. is yet adequate. 

ir mediate gains lendiijg to tin rai I x„austrial Panel on Non-Fen-ous 

of the deposits- has boon njent on d h^ the ^ , 

Metal Industries as one of ^ „.ealtl. of the country is to he 

which needs to be removed j h nnne^^^ a 

nronerlv developed and utilized , J'l roiniiiittee and the Mica F*nquiry 
rC Rrentest. The Ind a„ C’oalfieMs (^nnnttee „,eas«re of 

Ccn.mittee have reached for the introduction of 

government control. ® ,te and resulation of marketing, needs 

rii'rttd^o; to — ^ 


Th*J question which needs immediate attention is, however, the i)?e8erva* 
tion of our verj' limited supply of good coking coal. Of the workab.e reserves 
of 20,000 million tons of coal, only 700 to 750 million tons are of good 
coking coal and it is estimated that at the present rate of consumj)tion they 
will be exhausted in about 65 years. The Indian Coalfields Committee has, 
therefore, suggested that its use should be restricted only to iron and steel 
works and coke ovens and that its use by the railw'ays and other industries . 
and its export should be prohibited. These and other recommendations of 
the Coalfields Committee for the conservation of our coal reserves, deserve 
to ba implemented without delay. 

At present there is no restriction whatsoever on the export of India’s, 
mineral products like manganese, mica, bauxite, ilmenite, etc. Some sort of 
restriction on exports is. however, desirable with a view to conserving for our 
own use valuable minerals like ilmenite and preventing the indiscriminate 
exploitation of others which, although available in adequate supplies, must 
be carefully utilised because they are wasting assets. Stringent regulation 
for the grading of the minerals is also necessarv for obtaining a good price for 
the quantities that are exported abroad. 

Question No. 5. — M'hat are the main directions in which our industrial 
development has progressed since the Indian Fiscal Commission reported in 
1922? Please give your appreciation of the same. 

The principal industries whJch received protection were iron and steel, 
cotton textile, sugar, paper and matches. They have recorded significant 
expansion, as the following production figures would show: 


Steel 

Cotton 

Sugar 

Matches 

Paper 

ingots 

(‘000 

goods 

(million 

(‘000 

(lakh 

A 

(‘000 

tons) 

yards) 

tons) 

gross 

tons) 


boxes) 

131 1,725 24 8 24 

1,071 4,013 1,242 220 70 

1.243 4,023 901 228 90 . 

The imports of these commodities have been reduced to insignificant 
volume, suggesting thereby that when the war broke out Indian oroduction 
h id almost reached a level of self-sufficiency in relation to the effective demand. 

A number of otlier industries like electric power, cement, engineering. 
Iieavy chemicals, soap, vegetable ghee, glass, etc., also came into existence 
during the period, and some of them are now in a position to meet all the tc- 
qiiiicments of the country at the current level of demand. 

As a result of the giowth of protected and unprotected industries, the- 
aggregate faflory employment showed an increase of 9 lakhs. 

All tliose, excepting iron and steel, heavy chemicals and cement, were, 
however, consumer goods industries, for which there was a large domestic 
market and for the development of which not much preliminarj- investigation 
and planning were required. For the most part, the development consisted' 
in the duplication of plants operating in some parts of the country. 

6.— 7'o what extent do you think our industrial development: 
sUll falls short of our essential requirements? Would you list our main de- 
pciencies under the following heads: 

(а) Lines of manufacture which you consider essential: 

(б) Volume of prod«c<io?t; 


1922-23 

1939-40 

1946 




(c) Overhead and operative costs; 

({7) Quality of management ; 

{e) Supply of capital; 

(/) Availability of raw material, fuel and power; 

(^) AvaHiability of high grade technical ability; 

(//) Supply of skilled and unskilled labour; 

(i) Efficiency of labour. 

Only items (a), (e), (f), (g) and (i) arc discussed below. 


(a) Lines of manufacture which may be considered essential. — The second 
world war clearly showed the deplorable extent to which India is dependent 
•on other countries for essential raw materials, capital goods and products of 
secondary industries. Because of the lack of industries producing these goods, 
a splendid opportunity for building up a varied industrial structure was lost. 
In the post-war period, our inability to replace and repair worn out machineiy 
has advei-sely affected the productive capacity of the existing industries. Our 
future needs for essential manufactures have been fully dealt with in the 
reports of the Industrial Panels and in the report of the Advisoiy Planning 
Board. 

(e) Supphi of capital. —The supply of capital is the result of several factoi-s 
such as the ’national iucome and its distribution, the cost of living, the rate 
)i s ivings etc* Owing to the steep rate of progression of the income lux and 
the’ super ’tax on the higher classes of income, the merger and integration of 
the Indian States, the annihilation of the middle class through high cost of 
livin*' and tlie diversion of an increasing share of the income to the lower 
income -i-oups. the volume of savings in recent yeai*s has severely contracted 
i’or waiU of a firm economic policy, the savings that are being made are not 

coming to the investment market. 

Even if indigenous savings were maximised, they would, however, be utterW 
inadequate to ineet the reqnire.nents of India’s develop.nen plans wh.eh Imve 
been estimated to cost between Rs. 15,000 to 30,000 erores for ten years. The 
t.- • fio vipw regarding the capital resources of India which has been taken 
In th? National Planning Committee and the Advisory Planning Board has no 
basis in facts. A substantial volume of foreigu capital would have, therefore. 

to be imported. 

m of fuel and power.— most of India's coal is concentrated 

■ Riht'iv it becornes veiw costly to use it over long distances from he source 
s miv 'he tra:,sport costs being heavy. Generation of hydro-electr.c 
ienere? where possible, is, tirerefore, one of the foremost reqms.tes of Ind a s 

^iMvelonment The production of hydro-electric energw has rapidl} 
industua inter-war period but it is still not adequate even to meet 

d^Lnd.^ indultrial centres like Bombay, shortage of clcetnc 

power has become a serious bottleneck. 

(.A 4i)ad(t(u7i/?/ of high grade technical ability.— In respect of techmcal 
abil Rv of a speciilized ohararter, India has to depend on loreign countries to 
fven- lame e^xtent. In fact, shortage of technical personnel is a more serious 
ilbstide hr the development of basic industries in the eoiintyv than the shortage 
csnital The lieavv chemicals industry, the locomotive mdiistry and he 
mdio industry in which Tatas are directly interested have clearly demonstrated 

tins fact. 

(i) Effieiencu of ffliiour.— It is not possible to establish with the ^ 

.tatisti^ whether \nd how far the efficiency of labour has unproved. One 
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thing can, however, be definitely maintained ond it is that in its d^orts to 
secure a better deal from the employers and improve its standard of 
labour (guided by its leaders) has lost sight of the intimate relation hotivcen 
wa,ges and productivity. That ultimately labour cannot earn more than tti^ 
vahi^e of its contribution to the final product is not at all realized. While 
fighting for the right to have a minimum wage, labour is extremely reluctant 
to entertain any idea about the fi.vatlon of a minimum work-load. Tt is also 
opposed to any scheme of rationalization which employers mi^lit seek to 

t udn Thi. one-sided and obstinate ut- 

Mian I.eld „p the progress of a number 

'01 iiiclMn inaiitstiios in recent y^tivs. 

Question No. 7.— (a) Please give a broad aiudiisis of the present position 
of small-scale and cottage indn.slrir.s in the eronomg of this ronnfig ^ 

(h) What should be the relations belween — 

(i) small-scale and collage indusirics and agrinuUnre; and 

(») small-scale and cottage industries and large-scale indusirics? 

S.—Do you think small-scale and cottage industries have a 

economic development of our countni (a) under 
present circumsianccs and (6) in the long nuJ ‘ ^ ^ 

of employment in industrial neen r ^ ^ expanding the volume 

pursued by the Gotern^ musT to be 

of the functions and scope of uniW '’'sualisation 

industrial scene and should aim nt « ized on a small-scale in the general 
small-scale industries in their nmn^ maximum development of 

iiscal policy must support industria*! polict'in this regard' 

crafrwhth”„r^ottlleS‘’o“^^ “"<> 

They do not requle ^^gh llerof'tecroIW *“ 

their products, to thTTrferto The market for 

Itself, would extend to a district at the most. consumed by the family 

peoplT^em^^i^ef and In M ''der 'T"”''.!'’ ““-l^cr of 

suitably framed industr "l policy frenli Possible for a 

take, on a sound eoonirnic basis efther inde to under- 

processes which are complementary to thot^tl^e-s^aTe td“r‘“" ” 

no JL'StV “ S^oral demand which do 

ITMofC 
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uieclianical^oys, etc., leaving it to the large-scale establishments to mami- 
facture ojmev more complicated parts and to assemble the components. 

IJ^^xtent of small-scale industry even in the industrially advanced count- 
not always fully realised in India. In 1930, about 50 per cent, of the- 
workers in manufacturing industries in Japan were employed in units having- 
Ics.^ than 5 workers each. In the textile industry there, 94 per cent, of the* 
workers were employed in units employing less than 10 persons. In the U.K. 
according to an official estimate, units employing between 5 a<id 30 persons- 
accounted for 29 per cent, of the employment and 19 per cent, of the output. 
Cottage and small-scale industries also occupy a considerable field in other 
European countries and in America. 

Question No. 14 . — The Fiscal Commission appointed by the Government of 
India in 1921 recommended “that discrimination should he exercised in the 
selection of industries for protection, and in the degree of protection afforded^ 
so a -9 to make the inevitable burden on the community as light as is consistenif 
with the due development of industries” . On the strength of this basic 
principle the Commission decided that an industry seeking protection or assis- 
tance should .satisfy the three conditions enumerated in paragraph I of the note. 
Besides tariff protection the Commission recommended also certain non-fiscal 
measures. .Irc you satisfied that the policy recommended by the Commission 
was fully implemented beUceen 1923-1039? If not. please enumerate the 
main deviation from the policy. 

The government probably misinterpreted the cautious tone of the ninjority 
recommendations of the Commission and. in implementing these recommen- 
dations. adopted a conservative approach. The residts actually achieved 
nalurallv fell short of the expectations. The policy of Discriminating Procc- 
tion has wrongly been blamed for tlio comparatively small progress of indus- 
trialization whicii the country lias achieved. It is the government who having 
put a verv narrow interpretation on the policy recommended by the (.ommis- 
Sion, is primarily responsible for limiting the progress. 

Tiiey put a verv rigid interpretation on tlie three conditions prescribed by 
the Commission to make an indust-rj* eligible for protection. ^ V" 

tiiNt condition was: ‘•The industry must be one possessing natural ndNant- 
a^es such as an abundant supply of raw materials, cheap power, n sufficient 
supply of labour or a large home market". The advantges 
meielv illustrative as the words "such as" and “or clearly suggest. But tl^ 
government insisted on the industry's possessing f 

becomin- eligible for protection. Many of the industries failed to make out 
a prima facie ease for protection and their applications never came before the 

Tariff Hoard for investigation. 

TIk. -overnn.ent even turned down the Tariff Board’s reeon.mendation of 
nrole tion to fl.e class industrv on the ground that soda ash was not proJ 'oed 
he " u n , fdfhongh the Board was of the opinion that the other .»lvantages 
,1, 11,,. industry possessed a-ere more than s,.ffie.e,.t to co.npeusale ,t for 

the absciu^e of soda ash. 

r .:::r 

HrSir ' .:=s s 

beeau.e non-compeling prodnets in both the cases were of British origin. 

Oio-stmii No. ir,.-Dn fiod any dcfccU in the working of tin’s VoUcy? 
If 80 , please give defails with suitable examples. 


in 

w 
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Discritninating Protecfcfoji was intended to enable an indust'iCv to doveiork 
under conditions of normal trade. In fact, however, tlie inter-^Vl^^•^ period 
chaiacterised bj abnormal conditions in international trade: excluinc'e dcprecia 
tion, dumping, closed world markets, monopolies, etc. Their exi.st<uice foiled 
the expectations of the Tariff Board and the quantum of protection was in 
many cases, negatived by them. Tlie developmental effect of the tariff rc- 

dX'T'” Til cancelled. Tl.is was mi important 

defect rn the working of the policy. ^ 

. »pplyi°!; for prelection was difficult an<l clilalory in as 

‘'"i ‘'"In'"’ ^ P'"'"* /"rir ease for protection or not was 

fi decided b\ the goveniment, and in arriving at tliis decision they innliud 

iwLr^n"' '>y fhe Commission in a very critical manner and tins 

practically assumed the functions of the Tariff Board, This natiiraHv en(a I 

investSgTtfon“'''^ ‘'>0 Board for 

There were also inordinate delays in completing iuyo,li, unions and f .l 
final decisions on tl.e applications for pioteci on. "in the As' of ; he i f 

thetlXto'XdX 'Xu;^rnnd’'Sat"7r'il!Xnr“f'’'H 

goyernmeiit agreed wifi,' tl.e recommendations of he "i'viff bL’i ’' 1 ''''' 
was not much clash between EriiM, and Tiu ‘'where there 

matehes-or wlreie imi.ortanl iX fof li' . 'ndns,ry_cofir,„, sugar, 

British as in the lase of nwr Tn 1 ^ L"'' 

the imports wore mainly frX ihc U of eonua.t and heavy eliemic.ls, 

country affected was oAmany and 7t the U.K ‘ - ""i 

to fivoilitafe the 7oXth%TXw h'l'dustr'rs X*‘tX‘i°rt''e''' "| 'iioasure 

cally follows that the, industiiesT be ZtX ? 

advantages. Otherwise they would nevene tlX 1-"''^ 'oitumt 

Si ™ X z tS’';:7r tXd 

analysis of the prXlelXandlnXo fa/as^rtev'^'- 

Tariff Board sl.onld investigate the po itimZf’ ' "'' ‘ ’A""''* "’''iol* the 

be found fault with. It wotdd Itow eve? A . \ "'‘'y -Bonnot 

each of the specific conditions' must be'fulfilledT''i’ " n ’’‘'‘'A''''’'-' ^ 

an industry („ qualify for protection ft <'egree to enable 

satisfies Itself, in any case that the Xturll ad „ r " B®'*’''! 

are. in the aggregate, such as would en™ leX 7^"' enjoyed by tl.e industry 

t' Va7S 

-'ors. Per instrmee, even' iZr-XS^rnUXS^^^^ 
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o£ raw materials^, its demand for protection may very frequently be justified 
on account of ^ne advantages enjoyed by it in other respects. The history 
of development of cotton mill industry in the U.K. and Japan and rubber 
goods incUp^ in the TJ.S.A. conclusively proves that it is possible to develop 
an ind)*^y when the principal raw material is not locally available but 

couV obtained economically from external sources. 

Question No. 19.— 27ie changes set out in paragraph 4 of the note were made 
in the principle of discriminating protection in 1945 when the interim Tariff 
Board was established. What are your views on these deviaUons from the 
original policy as laid down in the Indian Fiscal Commissioned Report? 

The Tanff L^oard in 1945 . was to satisfy itself before recommending protec- 
tion on the following three counts: 

(a) that the industry is established and conducted on sound lines; and 

(h) that having regard to the natural and economic advantages enjoyed ^ 
bv the ij\dustry and its actual or probable cost, it js likely withm 
reasonable time to develop sufficiently to be able to dispense 

with protection; or 

fc) that it is an industiw to which it is desirable, in the national 

to giant protection and the probable cost of such protection to 

tbe*'ccmniunify is not excessive. 

These conditior.s are much more liberal tlmn laid 

Conn, ussion and 

introduce suitable variations m 1 1 c^rnp time tbe basic require- 

iudivhlual iudur.li-y asking for f , ^‘^fTvarJta'erto h^ out the 

ment that the “ ^ competitive position e-ithin a reasonable 
^::Stf1im: r XHo^a^ati^s o.,nal polie. Have, 

therefore, been made along right lines and are desiraD e. 

, • • 1 provide for the development of nationally 

failed to malce tins provision. 

in the periods— 

(fl) 1939 — 45; 

(6) 1949—49? 

(a) 1939 — 45 

The outhreaU of the war and the 
countries and reduced .mports from ‘he AlhesjSe 

ind.istrialisntion, particularly for 1 e - technical personnel but 

mvine to the difficulties of 'XtateK unhelSul atXde of the British Gov- 
mainl,y on necount of the missed. There was, nonth^B- 

emment. Ibis opportunity wa. , n-nduction of established industries. Tbi 
less, a substantial increase m the increase in the proportion 

was reflected in the composition of export 

nianutaeturcs and a decline m that of raw m 
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Composition of Export Trade'' 

(Pi’ivate Merchandise) 

1938-39 

Ra. lacs For cent 


1044-45 


Ra. hivi* 


39,43 

23 3 


N2I -6 

m 

76,28 

45 1 

58,10 


60,72 

30-0 

106,27 

— 

109,22 

100 0 

220,97 

100 0 


Food 

Raw materials. 
Manufactures . 

Total, incl. misc, 


Imports cf raw cotton increased from lls. 9 crores in 1938-39 to 24 erores 
in 1944-45 while thoss of coiton manufactures declined from Es. 11 crores to 
less than Es. 2 crores. The exports of cotton manufactures, on the other hand, 
increased from Rs. 8 crores to Hs. 38 crores. 

{b) 1946—49 

After the end of the war, with the gradual relaxation of controls. India's 
foreign trade appeared to be reverting to its prewar pattern — o high pj-oportion 
of manufactures in import trade and larger exports of ra\v matoi’ials. The 
partition of the country, however, changed the position, leading to n decline 
in both the value of raw' materials exportied and their share in the total ex- 
ports. Coripequently, the relative position of exports of maiuifactiires tended 
to improve once again. 


Food 

Raw materials 
Manufactures . 

Total, inol. miso. 


Composition of Export Trade 
(Private Merchandise) 

1945-46 1948-49* 

Rs. lacs For cent Rs. lacs. For cent 

68,60 22-1 87,56 20-7 

84,99 32-0 98,64 23-3 

116,99 43-7 234,80 56-5 

265,47 100 0 422,82 100 0 

* Indian Dominion 


Question No, 36. — What, in your judgement, should be the •*bjcciives of 
tariff policy in the short period? 

19 is desirable to segregate those short tenii pi-oblems which are commtm to 
many countries of the world, and w’hich in India are likely to occur on a number 
of occasions in future, from those peculiar problems wit^ which India is faced 
at the moment, but which are nofc ordinarily expected to recur hereafter. The 
latter may be considered first. 

(i) India’s peculiar problems in the near future 

The preseat economic silfuation in India has two important facets First 
the position of foreign exchange is extremelv difficult and. secondly, there ore 
urgent demands for foreign exchange resources from non-industrial spheres of 
economy such as agriculture and defeJice. Generally speaking, impo.ts of 
maustnai goods which compete with indigenous products are not likely to be 
on a substantial scale under these circumstances and protection as a stimulant 
of industrial development has only a secondary role in relation to direct con- 
trojs ov'?r nnijort trade and foreign exchange. 

Industries established as a result of Government’s encouragement durine 
the war might, however, require special consideration. In selected cases it 
may be necessary to provide assistance to the manufacturers who have mad© 
heavy investment relying on the promise of Government support, but new 
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enterprist's in the t ^ . -, x • , ,,, 

ed onK- it they are covered by the war time industries should be encourag. 

si(lei;itions " ^'Considered suitiable for development on strict economic con 


(ii) "NcnnaV’ short term problems 


[ i-ormnoii with other countries, is likely to come up against a 
short lenn problems. Altliough such problems are by their nature 
Joinjjorarv as long as they last, long term development of indusUies is handi- 
capj)ed and iiencc i;< is necessarj- to devise suitable methods to overcome them. 
Two of these problems are briefly discussed below: 



(<) Diiwpiug . — Dumping policies may be pursued by industries in one or 
more foreign countries which have large accumulated stocks in world markets 
4ind which are not in a position to reduce their production easily at short notice. 
As (lumping of accumulated stocks is bound to last only for a limited period, 
short ^erm fiscal measures would be adequate to protect the interests ef Indian 
Industries. A measure similar to the defunct Safeguarding of Tndustiies Act 
would serve the purpose. The rate of tariff, which may have to be frequently 
revised, should be Axed separately for individual commodities. Further. Gov- 
vernment should consider how far it can take advantage of the abnormally low 
■world prices to build up stocks of goods wliich may be useful at a later stage. 


(ii) Currency ilepreciation . — Tlie Bretton Woods Agreement has reduced 
the danger of a sudden and substantial depreciation of the value «»f the 
currency of any one or more of foreign countries. But India must be ready to 
take action to protect her own interestte if a situation, which the International 
Monetarj’ Fund seeks to avert, arises. The most effective way of doing this 
would to introduce special “extra” tariffs against the principal imports 
from (he countw which depreciates its currency. The extra tariff, which should 
advisably be advaioicm. will have to be revised very quickly from time to time 
with the object of maintaining the rupee price of imported merchandise 
unchanged. 

Question No. nl.—The }ninoTity report of the Indian Fiscal Commission 
1921-22 expressed the view ''that there should be an unqualified pronouncement 
that the fiscal policy best suited for India is protection”. Do you agree with 


In th- circumstances of today, a pronouncement of the kind suggested does 
not appear to be necessary and if made, might introduce on unwarranted bias 

in the fisc.al policy. 

At tl.c present time, active support by government, through aU 
means to the rapid development of industnes is an accepted principle. Uuder 
the re-ime of laissez fairc. a protective tariff was almost the only 
^v^hich a government was ready to extend assistance to industnes. Smea 

industrial gix)wth. 

that if .ny burden on the consumer “e”Tpronouneement of 

i-e. .L .du^ry Wbieb 

would not be fit for survival on economic grounds. 
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of 


For these reasons an "unqualified pronouncement, eil” unacceptable. 

Any pronouncement on the subject should make it clear t?** measure 

of protection carries with it a burden in the shape of increased reduced 

world trade , that frequently a high tariff impedes the achievem^ts^^’ domestic 
producers, of world standards of efficiency and quality; and that 
industries owe it to the community not merely to expand productioi^^ 
•expand it to a point which justifies the cost of the protective tariff over the^’'^‘^ 
during which it operates. 

Quef^tio,, No 38.-7/ so, what principles and conditions would you lay down 
for regulating the grant of protection or assistance? 

The following general principles are suggested: — 

0) Ail the industries which could be run profitably after a reasonable period 
btnte assistance should be eligible to receive protection. That is to say : 
Protection should counter-act the initial handicaps which industries in general 

but particularly new industries are bound to experience in competition with the 
Tvell-ostabhshed foreign industries. 

(2) Protection must not aim at complete self-sufficiency. Its function will be 
■deemed to have been fuIBlIed when, having operated for a reasonable period of 
lime, It familiarizes Indian enterprise with a new branch of manufacture. 

• any po nt of time, the scope of protection should be deter- 

mined liy the capacity of the economy to bear the aggregate burden caused by 

■^twch itTrffi^ allowance tor the advantages, such as increased employment! 

(4) 'Sront of protection to the different industries which lay claim to it should 
fit 111 with the requiremeiits of a Master Plan, covering the whole sector of 
industry, protected as well as unprotected. 

The.se principles are discussed at some length in the succeeding paragraphs. 

fl) Outer Jmi/f of protection: ultimate profitability of enterprise —The 
couditious of Natural advantage" prescribed by the Fiscal Commission of 1921- 
22 ^\ele unduly restrictive. Bather than lay down hard and fast rules for deter 
mining whether an industry is qualified to receive protection or not, it would 
be pieferable to indicate those considerations by which we may know which 

^ of a policy of protection. This approach 

granting of protection is as liberal and 
extensive as it can be without positively harming the national interest ; it will 

Tariff Board to that of just mechanicallv testing the 
f «PPbeent-industry in terms of a rigid formula but will lay 

^own for the benefit of the Tariff Board, the broad principles, in the light of 
which on organic, though flexible, policy may be evolved. 

Barring special cases, which have to be treated separatelv, the primaty 

Tndf 1 .'’" f P>;feotiou must be to counfer-nct the handicaps which 

India has (o face as a result of her entering the field of large scale manufacturing 
industiy much later than the countries of the West. Tlie advantages enjoyed 

sLr fie'fl earlier than others are cumulative in the 

sense that they tend .o increase as fresh branches of manufacture are undertaken 
""“.'I®;'' .P/oeesses introduced in the -established industries. Without some 
artificial aid, India can never hope to take her rightful place in the industrial 
field along with the advanced nations. To remove this handicap must, there- 
fore, be the basic objective of a protective tariff for India. It follows that all 
those branches of industry which, except for this handicap, would have been 
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estal)lished in India ,4: i * 

to receive some 8:i<c . oi normal economic forces are eligible 

be measured by stimulus. The success of the protective policy will 

out ultimateb^^'^® industries are developed in India with- 

industrial sacrificing the advantages of international division of labour and 
which ^specialization. This means that, broadly speaking, all those industries 
withi^^^^ profitably after a reasonable period of State assistance are 

di^^ scope of a policy of protection. When the outer limit of protection is 
^ned in this manner, there would be no risk of “over-industrialization’* 
resulting from a protective policy. 

(2) Self- sufficiency, not an aim of protection . — The normal aim of protection 
must not be the achievement of complete self-sufficiency in any particular 
industry. In so far as India possessed economic advantages over other countriea 
in any branch of production, self-sufficiency may be reached automatically and, 
after a time, the industry may even start exporting a portion of its output; but 
while the industry is being nurtured, the object of State aid must never be self- 
sufficiency. The responsibility of a protective tariff is ended, not when the 
industry is able to satisfy 100 per cent, of the domestic market, but when India 
is reasonably well introduced to that particular industry. It is not possible to 
lay down hard and fast rules, but no industry which has been in existence for,- 
say, 25 years and satisfies a sizable portion of the domestic demand should come 
as i claimant for protection. Such an industry should normally be able to 
expand on its own. When a protected industry has so expanded as to serve 
round about 50 per cent, of India’s current requirements, a beginning shosjld 
be made with the reduction of the tariff with a view to removing all protection 

gradually. 

(3) Ciimtilaiive effects of protection to be borne in mind . — In granting pro- 
tection to individual industries, the aggregate effect on the national econ^y of 
all measures of protection should be constantly taken note of by the Tanff Bowd. 
The cumulative effect of successive extensions of protection would be to steadily 

inflate the cost-structure in India. Care must, therefore, 

aggregate burden of protective policy on the consumer, the unprotected wdust”e& 

and the public exchequer is not. at any stage, out of all 3 

fits it brings, in the shape of increased employment, wider market for agricultural 

goods, etc., so as to unduly strain the whole economy. 

U) Pmritie, in grnntinq proteciion.-li, is the responsibility of the TonS 
Boird not merely topick and choose those industries wh.ch oan 

conducted at a profit but also to determine the right priority for ^a g P 
coiifiucrea a » i claimin*^ it It follows that the policies pursiied by tne 

tecrion to the inclusmes ciaiuiin,, n. fnlces into account 

Tariff Board must be in harmony with a poster Plan ^hichUlms 

other measures of State assistance besides t . . • different 

of other industries besides the protected j„„„er of the policy 

stages of the plan. If such harmony is laclnng, there is a d fo, 

prLciion making excessive demands on the real resources of the ry 

investment. 

Question No. Z9.-WouU you in the ^llI'^sTeciol Znsidexutior^ 

if am/ or ()i the adwinHration of the poUcy m gen ^ name 

or priority to he given to any particular classes of ,ndustry7 If > ■ V 

the ciasscs. ^ other *s 

The question of protection being pven to Atrial development, 

reafiv ho’und up with’^ the general dvaUabte 

Besides fiscal aspects, many other considerations, sum aifferent categories 

nt ^ilTereut sta^res of development, the urgency d’efs^^c® 
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theless, lookiug at the problem from the angle of fisenl policy alone, tlie follouing 
order of priorities and the special considerations applicable to each class of 
industries, other than defence industries, may generally be suggested: 

1. Consumer goods industries not involving intricate processes. — Those 
industries which will not require substantial protceiion and cun be rlevelopcd ia 
a short period owing to the process of manufacture beiJig comparatively easy 
and not altogether foreign to India, should receive top priority. This will make 
it possible to secure an immediate expansion of industry without imposing a 
heavy burden. The industries coming under this category will be, in the main, 
consumer goods industries not requiring heavy capital investment. 

Some instances are. — Paper; Glass; Paints and Varnishes; Leather Goods; 
Cigarettes and Cigars; Food industries; llubber Goods; Pens and Pencils; etc. 

2. Key indtistries catering to the existing needs of the country. — Key 
industries being defined as industries which turn out goods vital for the develop- 
ment of other industries, the second priority should naturally be gi\en to the 
industries essential for sustaining the existing industries and the industries 
which might be developed lierenfter. These industries will have a ready market 
for liieir products in India. While they are being developed, however, it is 
necessary to ensure that protection does not keep out foreign products to an 
extent which reduces the available supplies below India’s requirements. Nor 
should the prices of imports be raised beyond the capacity of the consuming 
industries. Hence the tariff should not be the only means of stimulating the 
development of key industries and the possibility of other forms of state aid>^ 
including direct subsidies, should be carefully examined. The object of the 
tariff should be to stimulate enterprise. 

Some instances of industries foiling in this class. — Chemicals — major alkalies 
and acids: Steel; Prime Movers; Industrial. Agricultural and Construction Plant 
and Mtichinery; Machine Tools, etc. 

3. Oilier industries. — It is to be expected that after tlie first two categories 
of industries come to be established on a firm footing ns a result of state aid, 
the problem of fiscal policy will materially alter its complexion. It is difficult 
to foresee what measure of protection will be then required as an incentive for 
the establishment of new classes of industries. Probably, the need for artificial 
etimuhis would be less than it is now. In any case, it will be of little use now 
to make recommendations to suit that stage of industrial development. 

Question No. 41. — (a) Please indicate your vietvs on the various altcniafivs. 
methods of protection, e.g. 

(i) protective import duty ; 

(ji) bounty or subsidy; 

(Hi) system of pool prices, e.g., the aluminium price pool which was in 
force till recently; 

(iv) quantitative rc.strietion of imports based on a gngrani.ecd market for 
ai least a percentage of domestic production (when such quaniiiative 
lestrictions can be imposed withoni conflict ivith pre-existing 
agreements or commitments). 

(t) Which of these methods should he the normal method? 

(c) Would you like the appropriate method to he determined in each case on 
tfs merits? If so, what are the conditions you would like to bear in mind in 
selocting the method of protection? 
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Up-to-now. Indian industries hare received protection primarily through 

industries which India would like to devebn 

the metL^d s^cient scope are the producer goods industries, 

thpii ^ of import duty might not prove so advantageous nor practicable in 
then case. Other methods would have to be carefully examined. Bounties 
and ^ool prices the latter of wliich is really a combination of import duties and 
bounties, would have to be employed on a larger scale in preference to import 
duties. Quantitative restriction of imports is a very crude method which would 
invite reta.iation and is repugnant to the character of the International Trade 
O'gani/ation. It should, therefore, be resorted to only in exceptional cases 
^^■here other methods would not work. 


As between the protective duty and the bounty, pract’cal considerations 
suggest that the former should be regarded as the normal method. The pro- 
tective duty docs not involve any direct burden on the public finances. It 
does not require detailed and continuous examination of the working of the 
protected enterprises and, finally, it does not provide much scope for corruption. 
On the C'lher hand, a great advantage of bounties is that they transfer the burden 
of protection from the consumer to the general tax-payer. They prevent an 
increase in the price of imported articles, which is an important consideration in 
the of key industries. To the extent to which public finances can afford, 
it would, therefore, be advantageous to replace protective duties by bounties iff 
. the case of selected industries, provided an efficient machinery for administering 
the system can be created. 


The system of bounties would be particularly suitnMe in the case of important 
key industries, since the assistance provided to iuch iirUistries would not 
increase the cost of production of other industries dep ’Hlent on them for essential 
materifils and implements. Again, if protection i.< contemplated before an 
industry has mode even ar beginning in the country an 1 if it is felt that not more 
than two or three productive units are likely to be set up as a result of protection, 
it would be advantageous to give them direct assistance in the form of subsidies 
- in their formative per'od. 


The svstem of pool prices as applied in the case of the Indian aluminium 
industrv and the super phosphates industry might prove useful where wide dis- 
-parities exist, not only between the prices of indigenous products and the prices 
-of imported goods, but also between the costs of production in the different 
indigenous plants and where indigenous production forms a very small proportion 
of the total consumption. By this method it is ultimately the consumer of t e 
pro'lucts Mncernecl nlio be!.rs tlie burden of protection but the burden is muon 
less tluu, what be would be required to beer if protection were « “ly 

tlwoneli imporl diitv. Besides, n definite profrriunme can be framed tor 
tliis burdc-i and for improving file effieienc.v of the Indian plants strictl.v accord- 

ing to a lime schedule. 

0 ’ u-’ lirio enald'jtw tdert aki.t to the« 

continued, if necessary. 

OuesHon No. 43.-(a) m<d place would you assign to export duhes m the 
tariff Kysfem in the future? 
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(i)) Would you advocate export control (hy dnticH or olhcrwiHC) for Hie 
purpose of — 

(i) safeguarding the domestic consumer against rrifical shorlngrs-, 

[ii) conserving domestic supplies of lair malerials for iilili>.iilioit l>y 

domestic industries ? 


Hjiving regard to the need for <leveloping tin- export Irnde to the in;iNiiiiiiiii 
possible extent in order to earn adetpiale loreiyn exchange lesrances for India s 
•dtveIoi)Tnental plans, it appears tliat export duties must play a very 'ninor part 
in the tariff system. The !egitiit>ate fnncMons whicli export duties, otiaa liiaii 
-duties levied for jiurposes of revenue, may he allowed to disclnu’ge are tlii'ee : 

(i) Conservation of such nUiieral and forest I'esources as may he exhausted 

if indiscriminately exploited for ]mrposes of export; 

(ii) conservation of pj'oducts and materials which are of strategic ii3i- 

portance from the point of view of defence; 

(iii) retaliation against a country which pursues u policy that disciiini- 

nates against India. 


Normally, export control for the purposes stated above would be desirable. 

It should be observed that export duties as a means of lowering the domestic 
prices for the benefit of manufacturing industries in India would be improper 
in so far as in the foreign countries no discrimination is made as between the 
home market and the world market. 


Question No. 45 . — Have you any comments on the method by which the 
Tariff Board at present fixes the quantum of protection {the method of 
■ comparing the fair selling price of the domestic product with the landed cost 
■of the imported product)? 


On the whole, the present practice of relating the quantum of protection to 
the difference between the fair selling price in India and the price of imports 
is quite fair. The calculation of these two prices is, however, beset with practi- 

■ cal difficulties. The Tariff Board in pre-w’ar times generally tackled tlie job 
on correct lines and no modification of procedure is necessary. Rut in future, 

■ if protection is to be extended to industries which have hardly made a beginning 
in India, the statistical data which the Tariff Board may go upon would be 
.almost non-existent or at any rate, extremely scanty and decisions would have 

to be taken largely on the basis of hypothetical estimates. On the other hand, 
•the responsibility for taking right decisions would be all the greater because, 
with tlie relaxation of the specific “conditions” of pititection, the aggregate 
burden on the consumer is likely to disclose a sharp increase. 

It may, therefore, he suggested that tiie personnel of the Tariff Board sliould 
include persons wdio have not merely a complete undei-standing « f the policy 
to be pursued but also adequate experience of the establishment and running 
•of industries. They will also need to have the requisite strength of character 
to resist pressures from whatever quarters they might emanate. 

Adjustment of tariff to large fluctuations in either the import price or the 
fair selling price in India was beyond the scope of the pre-war Tariff Board. 
As a result, the Board attempted, so to speak, to look a little ahead and behind 
and framed recommendations which were designed to be suitable, not merelv 
to the existing situation, but also to the situation that was likely to arise in 
the near future. This was very well as long as the Board’s anticipations w’ere 
come out subsequently, but actually they often went xvide of the mark and 
4hen a new enquiry had to be made. 


/ 
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XU ^^^2’ therefore, assuming that it is established on a permanent footing 
the laritf Board should be empowered to consider on its own initiative appro- 
priate modifications in the quantum of protection when the premises on which 
it builds its original recommendations are substantially altered. The problem 
created by a sharp decline in the import price is not considered here because 
Question No. 46 bears specifically on it. Attention is confined only to an 
adjustrnent of the Import duty to neutralise substctitial variations in the 
domestic fair selling price (brought about by a general increase or decrease in 
wage rates, prices of raw materials, capital required etc.). This adjustmenfl 
cannot be automatic since it is likely to have serious repercussions on the 
other sectors of economy largely outside the compass of fiscal policy. For 
instance, periodical revisions of the import tariff would seriously interfere 
with measures aimed at stabilising the general price level and regulating the 
flow of investment and upset the budgets. Although the Tariff Board should 
regard it as one of its normal duties to examine how far changes in the domestic 
cost of production ought to be represented by a change in the tariff, in arriving 
at its decision it must take into account the requirements of general economic 
policy. While examining applications for revision of the tariff, the Board 
should concern itself, not with any aspect of the industry’s claim for substan- 
tive protection, but only with the specific point at issue. 

Question No. 46 . — Would you recommend variations in duties to meet 
variations in import costs? 

In general, variations in duties for the stated object should be made. 


The first reason is mainly of a negative character in-as-much as. these 
variations w’ould not produce any serious repercussions on the Indian economy 
in the same way in which variations in duties to meet variations in the 
domestic cost of production would. They would merely maintain the position 
of protected industries in relation to competing industries in the test of the 
world. In the case of products of key impoi-tance, the effect of increasing the 
duty on the industries which consume such products must be carefully noted. 
Subject to these considerations, the implementation of the policy would depend' 
on how large is the rise or fall in the costs of imports and how far such a 
change is likely to be permanent. 

Whenever a basic change in the methods of production in foreign 
occurs which leads to a substantial fall in the price of imports, the authority 
which administers the scheme of protection in India will have to consider now 
far in the .changed circumstances, it is possible for India to develop the protect- 
ed industry on a sound economic basis in the long run without placing a per- 
manent burden on Indian consumers. 


There are likelv to arise several administrative difficulties in the scheme. 
For instance, it will have to be carefully seen whether a fall m prices is limited 
to on^fone of the countries from wliich India imports goods or extend toj 

Zch countries. The change in the price of the average 
will therefore have to be carefully worked out. In the fixation cf e 
tion’il import duty, regard will have to be paid to the changes that may com 
about In the relatle position of supplier from different countnes. 

Question No. m.-WouiJ you UUe a minimum or a marimun, dural, on to be 
laid doivn for protective measures? 

= 0 .,: in the SomesHe cost .f hf to 
^^r^^,T;:Seo^^Sie^:Se;nli; is held. This peHod would bo 
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both the minimum and the maximum period. It would be the minimum period 
in the sense that during this period the amount of duty should not be lowered 
except when there is a shai-p increase in the landed cost of imports. It would 
also be the maximum period in the sense that, after the end of Kiieh |)eriod, 
protection should a\itomalically cease except if a cose is made, to the satisfac- 
tion of the Tariff Board, for its continuance. The period would, tlierefore. he 
one ill which the Tariff Board, under given conditions, expects the protected 
industry to attain a certain standard of ciriciency and size of operations. It 
shonld be the responsibility of the industry to prove in any case that the assump- 
tions of the Tariff Board regarding the conditions under winch the industry 
was expected to work did not prevail. 


Question No. 66. — (a) Do you consider that industries receiving protcciion 
or assistance from Governtnent owe a special obligation to the rest of tho 
community as regards the manner in ivhich they render their service? 

(h) If so, please state your views as to these obligations under (he folloiving 
heads: 


(i) price policy and price structure; 

(i7) wages and conditions of labour. 

(Hi) adoption of technological improvements; 

{iv) initiatioyi of research in the technique of production and distribution; 

(f) training of apprentices and Government scholars and stipendiaries; 

(t;i) control over the distribution of the products of protected industries 
in certain contingencies. 


(a) The only obligation which a protected industry ought to shoulder is the 
obligation to quickly expand the scale of production in such a way that pro- 
tection may be dispensed with in the shortest possible period. Tliis will 
require wise planning, efficient management and a steady ploughing back of 
profits for expanding productive facilities. Such on obligation cannot, however, 
be enforced by law. No agency of the government, including tariff-making 
machinery, can do anything in the matter except create conditions in which 
the industrialist liimself is inclined to make the best possible use of his resources. 


In respect of the brood obligation of avoiding anti-social practices, it is 
difficult to see how protected industries can be isolated from unprotected in- 
dustries. If a distinction between these two classes of industries can be made 
at all, it will rest on two assumptions. First, because some industries have 
received protection, the btate is either more interested in their progress than 
in the progress of other industries or wishes to apply the necessary regulations 
to the protected industries in the first instance, with the idea of extending 
them to all other industries in due course. Secondly, because the tariff raises 
a barrier against foreign competition, it is more necessary in the case of protect- 

-ed industries to be watchful over anti-social practices, than in the case of 
other industries. 


It will we seen that on these assumptions, the distinction between a pru- 
•tected and an unprotected industry might permit a time-lag in the matter of 
mtioducmg State regulation and/or a difference in the strictness with which 

enforced Except in these two ways, the treatment of protect- 
'fid industries must not differ from that of unprotected industries. ^ 


% 


(b) (i) Price policy and price structure; 

(iii) Adoption of technological improvements; and 

.(vi) Control over the distribution of the products of protected 
in certain contingencies* 


industries 
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In these three matters, laws to suppress monopolistic tendencies and res- 
trictive practices will have to be framed by the Government. No distinction 
need be made between protected and unprotected industries but the adminis- 
trative machinen.' will have to be particularly watchful in the case of the- 
former. 

(ii) Wages and conditions of labour. 

No distinction can or ought to be made between protected and unprotected 
industries. 


(iv) Initiation of research in the technique of production and distribution : 


ft will be difficult to compel any industry to undertake research work. If 
compulsion is introduced, there is a danger that large sums will be wasted, 
under the guise of research expenditure, without producing much benefit either 
to the firm which defrays it or to the industry concerned. On the other hand, 
government may undertake research on its own, and in selecting types of 
research may give preference to protected industries if it is considered neces- 
sary to give them such aid in addition to that provided by the tariff. 


(v) Training of apprcniicen and government scholarsi and stipendiaries. 

'L'his is a matter in which useful action may be taken by separating the 
uvotected industries from othci-s. Tlie object of apprentice-training schemes 
is to accelerate the spreading of operative skill and technical education. This 
will make it possible to quickly expand production. Since this is an important 
consideration in the case of protected industries, apprentice training schemes 
may be introduced in such industries either before or to the exclusion of other 
industries. Care must, however, be taken that the cost of these schemes is 
not so heavy us to defeat the piirpose for which aid, in the form of protection, 

was granted. 

Question No. 69.— (o) Are you satisfied with the present arrangements for' 
the standardization and control of the quality of industrial products} In 
particular do yon think that any special arrangements for the control of quality 
of the products of protected and assisted industries arc necessary? 

(t) If so, tvould you impose this duty on the protected or assisted industries 
through such special organizations as they may set up with the approxml of 
Government or would yon set up any special inslifniions outside these indus- 
tries? 


(a) What in your view should be the structure and functions of such or- 
ganizations or institutions? Should they he professionally erperi bodies or he 
composed of representatives of the different interests concerned? 


fa) Up to now, verv little attention has been paid by Indian industries to 
produce goods of standardized quality and specifications. In fact, till recently 
no atteiT^pt was made even to evolve standards and specifications suitable to 
the diversitv of raw mateiials and rneniifaetiiring processes employed in the 
enuiifrv. The Indian Standards Institution established in 1947 has. however, 
made a considerable progress in this direction. Standards and specifications 
have been estahlUhed for a number of industrial products and recommendations 
for ( uaetin^ legislation with a view to ensurin'; tlie quality of Indian manufac- 
tures have been submitted to government. To safeguard the future of Indian 
ituinstrics, government should push through this legislation without much 
delav. 


Statidardization and control of the quality of Indian manufactures arc es- 
sential for a variety of reasons: (i) Without standardization and quality control,. 
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it would not be possible to bring about a closer integi-ation of the different 
branches of industiy. Particularly, if development of small-scale industries 
is to be encouraged and adequate scope is to be provided for them, special 
care will have to be taken to ensure that industrial products come u|) to specific 
standards, (ii) Standardization and quality control are also essential from 
the point of view of minimizing the waste of labour and raw materials and 
reducing costs, (iii) One of the serious handicaps restricting the development 
of India’s export trade is the inability of the country to supply goods of standard 
quality. Sales on the basis of samples become very difficult in the absence of 
a guarantee that the actual goods supplied would conform to the samples 
approved. If products are standardized, this difficulty will disappear, the 
credit of the Indian exporters in foreign markets will improve, and tlie volume 
of trade will increase. 


(b) The Indian Standards Institution which has been registered under the 
Eegistration of Societies Act and whose membership is open to all the interests 
concerned should, in course of time, be able to evolve suitable standarls fur- 
all Indian manufactures. It must be made obligatory on all industries, pro- 
tected as well as unprotected, to conform to these standards and some .sort 
of legislation is necessary for this purpose in the present stage of industrial 
development. If. however, for some reason or the utliur thi.s is. not considered 
feasible, it should at least be made obligatory on the part of tin* ])r»)tecte(l 
industries to make their products conform to specific shindards and quality. 
Far from imposing .any material burden on the protected industry this would 
be in the interest, of the industry itself. If the protected industries wish to 
establish independent organizations to study their special problcmfi. tliey should 
he at liberty to do so but. the estahlishmcnt of standards should be done only 
through the Indian Standards Institution. 

fe) We are generally in agreement with the. organization and fiinelions of 
th(» Indian Standards Institution which has already come into existence. 

^uesfioK No. 77.~What6ver may be structure of the planning and co- 
ordinating machinery that you may favour, do you agree that a specialised 

organisation for tariff purposes is essential to the implementation of a scientific 
tariff policy? 

Question No. 78.— If so, would you agree with flic recommendations of the 
Indian Fiscal Commission of 1921-22 that flic Tariff Board or the Tanff Com- 
mission should be — 


(i) a permanent body of high standing, 

(n) of members who arc of high ability, integrity and impar- 

tiality— preferably with a knowledge of economics and a practical 
acquaintance ivith business affairs'? 

{paras. 302, 309— Chapter XV 1 1).' 


//om, you got any other views on the status and structure of an appropriate 
iarijy Board or Commission? ^ * 

I. Organization and composition of the Tariff Board: 

If the fiscal policy which has been outlined in reply to O. 38 is to be 
effectively earned out and if the burden on the consumer is to be reduced 
to the minimum, scientific investigation of the industries asking for protection 
and close supervision over those which might receive it is essential These 

tariff if to a„ expert and in- 


384 

iiie Tariff Board constituted for this purpose must be a permanent body 
as recommended by the Fiscal Commission and not ad hoc committees of the 
type winch were actually appointed. To cope with the increasifig number 
of enquiries, which must be expected to come up under a liberal policy, ex- 
peditiously and thoroughly and to attend to the multifarious other duties in- 
volved in the function of supervision, the personnel of the Board will have to 
be fairly laige. A Board of 12 members would be adequate. For exercising 
supervision over the protected industries the Board should function as a whole. 
But for conducting investigations it should work in panels of three members. 

The Fiscal Commission’s recommendation that the members should be per- 
sons of high ability, integrity and impartiality— preferably with a knowledge 
of economics and practical acquaintance with business affairs — is a sound one 
and should be adopted. The Commission’s recommendation that the Board 
should not be a body representing special interests such as industry, labour, 
importers is also equally well-conceived. The members of the Tariff Board 
should not have affinity for any particular interest but should act like a tribunal, 
assessing all the view-points expressed objecti\ely and on the basis of the 
policy laid down. A person should, on his appointment as a member of the 
Tariff Board, cease to have any direct interest in any commercial enteiprise and 
during his tenure of office he should be precluded from lending funds to anv 
business or taking part in the floating or management of a commercial ent.uprise. 
NoiTnal investments in stocks and shares should, however, be permissible. 
For a period of five years after bis retirement from the Tariff Board, a person 
should be debnri'ed from accepting a place of profit or a directorship in any 
commercial firm; but this should not preclude any appointment in a public 
corporation. 

il. Functions of the Tariff Board 

The Tariff Board should be entirely an advisory body. It should be com- 
petent to make recommendations to government for legislative and executive 
action but the final decision should rest only with the government. It should 
be open to the Tariff Board also to tender advice to protected industries when- 
ever it deems it necessary to do so. The third aspect of the Tariff Board’s 
work should be to give full publicity to the information which it might collect 
in the course of carrying out its legitimate functions except when the infor- 
mation is collected on the specific understanding that it will be kept secret. 
In addition to those prescribed by the Fiscal Commission (except investigations 
into combinations and monopolistic practices) the main functions with which 
the Tariff Board should be entnisted are set out below: 

(1) To make recommendations at its own initiative for a reduction in 

the tariff or other forms of state aid. 

(2) To obtain periodically information from the protected industries on 

a regular basis. 

(.3) To tender advice to the industries which have asked for and received 
protection. 

(4) To examine the general economic and industrial situation in the 

country’ and to obtain reports from the planning authorities of 
the centre and the provinces. 

(5) To publish: (a) reports of enquiries into individual industries ap- 

plying for protection, including the evidence collected barring 
opinions and information of a confidential character; and (b) an 
annual report on the work accomplished during the year. The 
annual report should also contain a survey of general economic 
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aud industrial conditions in so far as they have a bearing on fiscal 
policy and a report on the working, during the year, of every 
protected industry. The appendices of the reports sliould set out 
all factual and other information obtained from official and non- 
official sources, excluding information published elsewhere. 

It should not be the function of the Tariff Board to investigate tlic pre- 
valence of monopolistic tendencies and anti social practices in any industry, 
since it should be the business of the Inter-State Commerce Commission to 
make such investigations with reference to protectcrl and unprotected industries 
alike. After a case is referred to it by tlie Commission, however, the Tariff 
Board may examine how far a modification of the protection granted U> an 
industry is called for in support of the non-fiscal measures to counteract 
monopolistic tendencies. 


In order that the Tariff Board should be able to investigate the cases of 
industries which might ask for protection, expeditiously and on scientific lines 
and be able to perform the various other duties entrusted to it, it must have 
a we 1 oiganized secretariat consisting of trained economists and statisticians. 
It must also have at its disposal the services of a number of technical advisers 
on whom it can rely for an unbiased assessment of the position of industries 
which might be Inferred to it for investigation from time to time. As the re- 
commendations of the Board would largely be based on the costs of production 
of the indigenous industries and of the landed cost of foreign imports, the need 
ot ensuring that the data for these calculations have been collected on scionti- 

phasfsed® adequate secretarial must be particularly em- 


The Tata Iron d* Steel Co.. Ltd. 

Section’ ‘C 

'2L— Would you attempt a broad analysis of effeefs of tJw 

^tual poJicn pursued by the Government of the dai/ on the arowtl n,ul u 
mment of our major industries under tij '' 

(a) Capital invested in the industry {paid up)] 

(5) Rated Capacity; 

(c) Output; 

(cj) Employment of labour {Technical and non-technical)- 
(e) Wage bill {technical and non-technical); 

(/} Earnings of management; 

{g) Profits earned and distributed; 

(h) Ex-worl-s price and retail price? 

(0 Iron and Steel, 

(m) Cotton Textiles. 

{Hi) Sugar, 

(m) Paper, 

(v) Matches? 

Please give yonr answer for the following periods ■ 

^ W oi the time when protection was given; 

mio/c. 




(b) in 1938-39. 

(c) iH 1948-49. 

Protection was first granted to the Indian iron and steel industry 
in 1924 The broad effects of Government policy on the growth and develop- 
ment of the industry under the different heads are, therefore, given below for 
the years 1923-24, 1938-39 and 1948-49: 

(a) Capital invested in the industry (Paid-up).-The “P 

capital for the Tata Iron and Steel Company for the years 1923-24. 1938-39 

and 1948-49 were: 


Year 

1923-24 

1938-39 

1948-49 


Rs. 

10,43,21.166 

10,47,07,018 

10.47,23,860 


i .» » I" Tt 

was 'achieved by prudent financial management and adoption of 

policy of ploughing bac^the ‘^tedlaTa^ty for finished steel for 

the ‘three" periods''are^given below together with corresponding figures of actual 

production : production 

Rated Capacity (Good materials 

only) 


Year 


1923-24 

1938-39 

1948-49 


Tons 

200,000 

750.000 

850.000 


Tons 

163.000 

701.000 

061.000 


r.:- .. 

a," “ uS.m «. i« !• “'J 

City being only about 750,0M ton^ attributed to pro- 

.,j‘: sr— ■=r=. » — «. •» 

".1 -..i » "" »“ f"* 

for p4 - ■ ■ ■ 


Pig 

Iroii 


Stool 

Ingots 


Finished 
Steel 


Year 


1923-24 

law-*" • ■ . J ■ tv,« war Tears were higher than is indicated 

p . 41:: figTims. Th:"t1lowing are the figures of output year by year 

from 1930-40 to 1947-48:— Finished 

iron Ingots Steel 


Tons 

443.000 

1 . 020.000 

917.000 


Tons 

235.000 

947.000 

904.000 


Tons 

163.000 

701.000 

661.000 


Year 


1939- 40 

1940- 41 

1941- 42 

1942- 43 

1943- 44 

1944- 45 
l94.')-46 

1946- 47 

1947- 48 


Tons 

1.140.000 

1.180.000 

1.237.000 

1.106.000 

1.148.000 
860,000 

1.006.000 
1.075.000 

066,000 


Tons 

1.018.000 

1.084.000 

1.082.000 

1.001.000 

1.092.000 

954.000 

1.016.000 
1.029.000 

901.000 


Tons 

763.000 
^816.000 
^^ 824.000 

720.000 

810.000 

735.000 

733.000 

742.000 

064.000 
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While the ligures of output during the years 1940-41 to 1943-44 were near 
cnpncitv, tliey show a eonsiderahle fall in later years on account of 
various factors whicli affected production such as short:ige of coal and 
deterioration in its quality, shortage of essential raw materials, spares and 
stores, transport difficulties, deterioration in the condition of the plant result- 
ing from inadequate repairs and maintenance, labour difficulties etc. 

(d) Emploifment of labour {Technical and Non-tcchnical ). — The following 
are the figures of total numi)er of employees on pay roll (including Contractors’ 
Labour) at rlamshedpiir, Mines, Collieries and Agents' Offices at Bombay, 
Calcutta and Jamshedpur in the three periods: 


Year 

Jamsher] pur 

Ore 

Alines & 
Quarries 

Collieries 

Aj^ents' 

Oflieos at 

Bombay, 

Calcutta & 

Jam?^hc(lpur 

1 1 

1 1 

Total 

1 

1923-24 

30,135 

(Not available 

(Run by Kil- 
burn Co.) 

110 

^ ♦ 

1938-39 

31,035 

15,399 

5,815 

1U4 

52,363 

1948-49 

41,750 

1 15,144 

12,748 

218 

69.860 


The figures indicate the progi*essive increase in employment offered by the 
steady growth of the industry during the period of ])rotection and since. 


(e) Wage Bill . — The annual wage-bill of the Company comprising wages 
and salaries, production and attendance bonus and dearness allowance in the 
three periods was as shown below: — 


Year 

1923-24 . 

1938-39 . 
1948-49 . 


Ks. laklis 

16313 

220-88 

720-04 


In addition, the Company paid to its employees by way of profit-sharing 
bonus, c-ontribution to provident fund, retiring gratuities, etc. an anmunt of 
Es. SG'GC laldi.s in 10-18-40 and about Rs. GO lakhs in 1938-39. 


The above figures do not take into account various other benefits and 

amenities gi*anted to labour, such as clieap housing, free medical treatment 

and piimary education, for all of which it would be difficult to give equivalent 
money figures. 


(f) Earnings of Management . — It is necessary’ to define the exact scope of 
the term “Earnings of Management”. We take it as referring to I\Ianaging 
Agents’ Commission in the case of our Company and give below the figures 
of Managing Agents' Commission for the three periods; ° 


Year 

1923-24 

1938-39 

1948-49 


Rs. lokhs 
0*60 (minimum sti. 

pulatod), 

40-53 

27-95 


W ith effect from 1st July 1946, the managing agency of the Company was 
ransferred from Messrs. Tata Sons Ltd. to Messrs. Tata Industries Ltd. and 
rhe rates of commission were reduced, the maximum rate of commission bein^ 
educed from 9 per cent, to 74 per cent, of net profits. The Managing Agents 
--.ay 25 per cent, of the commission received to outside parties in consideration 
f rendered to the Steel Company in the financial crisis 

✓ 
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(g) Profits earned and distributed. 
are given below: 


^ — The relevant figures for the three years 


Gross profits for the year 
Provision for : — 

Depit-Ciation 

Managing Agents’ Commission 
Profit sharing Bonus . 
Taxation . . • • 

Net Profits .... 
Transferred to Reserve Fund 
Dividends .... 


1923.24 


Rs. lakhs 
31-82 


30-00 

0-50 


1-32 


1938.39 


1948.49 


Rfl. lakhs 
510-95 


100-00 

40-63 

52-60 

76-00 

242-92 

Nil. 

266-66 


Rs. lakha 
630-60 


165- 00 
27-96 
41-62 

166- 00 
160-93 

36-67 

137-19* 


•Out of « total of Ks. 160 lakhs allooatod to Dividond Reserve from the year’s prodts. 

depression in 1933. 

(h) Ex.morfca Price and Betail Prios.-The ex-works prices (for untested 
materials) for the three penods are mentioned below. 



1924 

June/Sept. 

1938-39 

1948-49 



(Rs. 

per ton) 


\ 

• • 

120 

234 

Merchant Bars r 

158 

157 

224 

Bars (other sizes) 

156 

169 

224 

Structural 

160 

162 

221 

Plates 3/8' & up 


172 

264 

Black Sheets 11/14G .••••■■ 

» * 

214 

332 

Galv. Corr. Sheets 24G 

• » 





The retell prices to consume. In 

tt roiWdI “are the issue prices (sx-Ports) h. 

thfultlmate coL.mers as fixed by Government: 
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Products (untested) 

• 

Retail prices 

1924 
(May to 
October) 

; f.o.r. Ports 

1938 

1048-49 


Rs. 

Ks. 

Ha. 

Merchant Bars ....... "I 

138 

137 

:{4G 

Bars (ot)ier sizes) ... . . . r 

• % 


33G 

Structiirnls . . 

133 

9 9 

335 

Plates 3/8" 6i up 

lo8 

$ ♦ 

332 

Black Shcet.s (11/14G) 

• ^ 

• • 

:J70 

Galv. Corr. Sheets 24 G (fi'/lO') 

« • 

1 

221 

1 
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Question No. 23. — (a) Please indicate the significant features, if any, tn the 
structure and organiy.aiion of the protected and assisted industries u'ith 
respect to — 


(i) the sisc of the units; 

(«) their location; 

{Hi) the development of combinations, horizontal or vertical; 

{iv) the (Icvclopnicnta of ancHlarif industries ; and 

(v) any other aspect that you may consider it necessary to mention, 

(6) Do you think that the form or manner in which protection or assislance 
has been given to these industries has had anything to do with these features? 
Which of these features are in the interests of our economy and which are 
undesirable? 

Answer-, (a) (i) Size of Units: The Company's Iron & Steel Works are 
considered to be the largest single unit in the Commonwealth. A significant 
feature of the Unit is that it is fully integrated; the Company owns besides 
31ihe Iron & Steel Works proper, mines and quarries supplying iron ere, 
limestone, manganese ore, etc., and also coal mines supplying about 5i) per cent, 
of its coal requirements. The present rated capacity of the Steel Works is 
about 850,000 tons a year (nominal). On account of the heavy stress to which 
the plaiu was put during tlie war. the actual capacity at present is only about 
760,000 tons. The following factors are principally responsible for tlie gi'owth 
and development of the size of the Unit: — 

(1) The original planning of the project providing for a gi'adual and 

continuous development of the size of the Works. 

(2) The location in the centre of the various raw materials required. 

(8) The fact that for a number of years the Company was the only steel 
producing Unit in the country. 

(4) The policy of protection granted to the industry since 1924, which 
enabled the Company’s products to compete successfully with 
imported steel and its Works to' be continually developed. 
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All these factors have been responsible for the growth and development of 
the Works; and it would be correct to say that in the absence of any one of the 
factors, such growth and development would have been considerably impeded. 

(ii) Location The Works are situated at Jamshedpur in the Siughbhum 
District in Bihar, about 155 miles to the west of Calcutta. The significant 
features of this location are the proximity of the site to iron ore, cool, and 
limestone supplies, availability of water from the Subamarekha and Khorkai 
rivers, on the confluence of which the works are situated, its easy access to 
rail road facilities as also comparative nearness to the port of Calcutta. 

(iii) Development of combinations, veftical and horizontal: As the S.teel 
Works were planned as an integrated concern from the very beginning, the 
question of combinations of a vertical nature with other comp.anies lias never 
arisen. 

In regard to horizontal combinations, it may be mentioned that a working 
arrargenient was entered into with the Steel Corporation of Bengal in 1038-39 
in regard to the sale of certain common products. A pooling arrangement had 
also been entered with the Indian Iron .1- Steel Co. for pig iron. The Steel Co. 
has not entered into any otlier combinations, apart from the contracts which 
it has entered into with certain associated companies for the supply of steel, 
w’ater and electric power. 


The po‘;ition in the industrv to-dav is that there are three main independent 
steel [wdiicing units viz. the Tata Iron and Steel (’oinpany Ltd., the Steel 
Corporation of Bengal and the Mysore Iron and Steel Works, besides a number 
of re-rollers at different places in India who roll ordinary steel products from 

billets and scrap which are either supplied by the mam producers 

from abroad. At present the production and distribution of iron and steel is 

planned and controlled by Government. 

(iv) AnnUan, Indnstrics: The steel industry at .lan.shod.n.r has ^^tininlated 
the growth of a number of industries which are dependent on it for steel lliM 
the Tinplate Co. of India registered in 1020. grew up in the vicinity of 
Jamshedpur as it could depend upon the Tata Iron and Steel Company for 
supplies of tin bars. The Indian Steel and Wire Products Ltd., oncs ite 
location near Jarnshediiur mainly to the fact that it can ^ 

billets from the Tata Iron & Steel Company for f 0x^0^ aefo^ 

The LIghtfoot Refrigeration Company set up a bmnch of its ^ 

at Jamshedpur rnainlv because it could count on the s eel company to P 

ftVsnnX of oxvaen gas. The Jamshedpur Engineering and Machii e ^fanu- 
facturFnV Company which manufactures rolls and (he Tatanagar ^ ^ 
Turns ou“t casth.gs have also sprung up in Jamsl.edpur bee t^.r p.odu^ 
are in demand bv the Tata Iron & Steel Company. The 

locomotives is largely due ‘ Ims LteTbed p^ its capital. 

original., mt^ded 

works. The proposal had, , involved) and the Steel Co. agreed 

(including the heavy separate Company formed for the purpose 

to participate m the cap t P . facilities like power and water. 
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As 

implements 
the m 

to-day the niaiiutncture of special sleds has hecoinc one of its permanent 
manufactuiinc lines which mav well heeorne the basis (jf the (leveloj^inciit of u 

macliine tool industrv in India. 

« 

Apart from the specific industries, the origin and growtli of which are inainlv 
due to the existence of the steel mdustry, Indian engineering indnstry in go era] 
and tlie railways owe their growtli in no small measnrt* to the steel industry. 

(v) Any other aiipici : There is a belief cnrient iii certain circles tliat pro- 
tection to the steel industry imposed an nntlne burden on tlie ectinoniy of the 
country. How ill-founded and mistaken the belief is will In apparent fintn a 
perusal of the note enclosed herewith (Appendix T) exphi'ning the burden of 
protection to the consumers in the shape rjf protective import duties and the 
manifold benefits derived by the country from such protection. The benefits 
comjiletdy outweigh the so-called burden of protection. 


(b) The establishment of the Steel Industry on its present basis and the 
constant additions and extensions made lo the pl.-mr l<. iMerea<c the tdt;.] siecl 
producing capacity have been greatly assisted by the protection granted to 
the industry since 1924. 


The form or manner in which tlie pi'olection was given took the nature 
of bounties (for three years only) and protective imjtort duties. ft may bf 
gcii(:i'ally stated tlint the form of protection adopted was conducive to the 
development of engineering and ancillary industries and railways. Thus the 
comparatively low duty on structurals levied in 1024 was intended to Iceep the 
cost, ot steel to the consuming industries as low as )»ossil)le. The bounties 
granted on rails and fish plates in the same year hy way of .idditional i.ssistnnee. 
as nho the supplementary protection granted in the following year in I ho form 
of bountie.s. were intended to reduce the cost of steel to the consuniiog indus- 
tries and to the railways. The introduction of tlie principle of differential 
duties since 1927 nith preferential duties on imports from the U.K.. which 
was the precursor of tlie principle of Imperial I'refercnco subseqnenflv em- 
bodied in the Ottawa Pact, had the same result of minimising the cost of iiro- 
tectioM lo consumers of tested steel, such as railways, engineering industries, 
machinery mannfacurers. public utility undertakings, etc. 


In 1034. the protective duties on structurals and plates from the U K., 
which arc essential raw materials for engineering and public utility imderfakincrs. 
and rails, fish plates and sleepers from all sources, rcqtiired hy the railways, 
were made equivalent to the ordinary revenue duties plus the lu-oport-onnte 
countervailing excise duty on ingots. Billets ivhich are used by Hie re-rollers 
weie exempted from all duties except tlie countervailing excise duty on ingots. 


Thus the form and mannei in which protection has been given to the main 

steel industry has been such as to afford considerable assistance to th.e anc.il- 

.Ury and engineering industries as also the railways. None of tlie other fea- 

turn in the structure and organisation of the industry mentioned in (a) above 

has had anything to do with the form or manner in which protection was given: 

nor are^ any of the above-mentioned features in the structure and organisation’ 

of the mdustry prejudicial or harmful to the interests of the general economy 
of the country. 


There is, however, one aspect of the form uiid manner of protection to 
Which Y® “lake a reference here. The periods for which the 

Qinerent larm Boards recommended protection ranged from 3 to 7 years The 
scale of protection required was determined after considering the‘ expected 
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level of c.i.f. prices of foreign materials in India during the period for which 
pj'oteetion was recommended and the fair selling prices for the products of 
the indigenous industry to give it a reasonable margin of profit. In the steel 
industry it has invariably happened that ihe estimates of c.i.f. prices and 
fair selling prices made by each of the Tariff Boards were upset due to 
developments which were not foreseen at the time of the Tariff Boards’ 
uiiquiries. Thus, for example, while the scale of duties levied in 1924 was 
intended to remain in force for a period of three years it proved inadequate on 
account of further depreciation of continental currencies and appreciation of 
the rupee in terms of sterling. ^ ithin six months of the grant of protection, 
thorefore, the Tariff Board iiad to be asked to make a fresh enquiry to re- 
comnend additional protection. 


Aiiaiu. while the protection granted in 1927 was intended to remain m 
force for a period of seven years an increase in the rate of duty on galvanised 
slieeto from 11s. 30 to Rs. 67 per ton had to be sanctioned in 1930 on account 
of a reduction in the prices of galvanised sheets below those estimated 

by llu' Tariff Board. In the same year, on account of the lower offtake of 
rails l)V tlie railways, which caused a considerable increase in the works costs 
and a leduetion in the profits, the fair selling price of rails had to be increased 
froM Its. no to Rs. 130 per ton. 

Tlu- Tariff' Board could not have anticipated in the year 1927 the wuild 
Irxle -lowession which set in in the year 1929 and lasted upto 1933 causmR 
a «-.,rlrl wide reduction in the ontimt. eonsnmption and prices of ?tee1 Agam 
the major strike which took place in 1928 m the Steel Company s Works at 
Jamshedpur considerahly reduced production increased the 
caused considerable reduction in profits, thereby retarding the Company s 

development plans. 

The time la^ which invariably occurred between the occurrence of n disturb- 
inc^ factor and the sanction of Government of suitable remedial 'measures, 
on" th. recommendations of Tariff Boards appointed for he purpose paused 
needless loss to the industry and precluded it from deriving the full beneM 
of protection. Much swifter action on the part, of Government is "^ces.^aij 
to ^‘i. 'that protection granted to an industry does not at any stage prove 

nuate 

We might also mention an instance m the t°^tIpff^^^sTw^fit \o 

steel industry, when Government, for reasons known to itself. . 

nrtil the i^easnre of protection ^elow ^^at was recommended by 

Board .after a detailed enqu.n^ S of ingot, 

commended a bounl^ at the . P of Rs. 90 lakhs, 

produced for a period of 18 months, subject V ^ of Hs. 12 per 

Government however, sanctioned a bounty at the lakhs 

C for a period of 18 months, subject to a maximum of Rs. 60 lakhs 

on account of these and other faotoi.^thepr^tion^ or assistant that tha 

industry actually cnio.ved ^ consequence the Company 

commended hr the different Tmiff Boards. a ^ 

was not in a position to ?935 eS “or a dividend of Be. 1 

the entire periml 1926-27. "For the period April 1922 to 

per or dinary share fo'' i'''® ^'"^'il 'l92R to March 1930 even the second 

' r .. sl. 

Tl,e Steel Companv ,^Tv whioh’'ttae thTwlfrirdepreS had passed 

:::d tfiii?^ 
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of the international steel cartel on the Continent as also the arinann‘ut manu- 
facturing programmes adopted by the Kuropoan countries since 1937, further 
contributed to the general prosperity of the industry the world over, in v.hicb 
the steel industry in India also shared. 

Question 24 . — If you consider that the undesirable features lacntioned , if 
any, were due to any defects or deficiencies in the control exercised I y G(>v~ 
eTnment over the protected or assisted induslrios, please point out utii'h defects 
or deficiencies 


Ansircr . — As mentioned in ansm-r to Question 23(1)| tlu-iv are no 
aole features in the strueturo and orcanisatlon of the steel industry 


iiiK+c'sir- 
in India. 


Till the outbreak of war. when protection for all practical purposes censed 
to be effective, Government did not exercise any control over the industry. 
None of the ad hoc Tariff 1I( aids laal down any conditions to the grant of pro- 
tection. except that the industry should reduce its works cost.s l\v effecting 
tec-hnical improvements. This condition the Company always fulfilled to the 
satisfaction of the Tariff Boards and the Government, 


Question 25 . — To ichat extent has the profeefion or assisiaure afjorded to an 
industry resulted in — 

(i) its progressive mcihaniiation; 


(ii) the iuirnduction of neie eeouomics and other technical iniprovetncnt'i; 
and 


{Hi) the opfiminn utilisation of indigenous ran' nniterial and bye-produets? 

Please illustrate U'ith examples drawn from your Icnowledgc or 
experience. 

Answer . — The Company lias all along followed the I'olicy of progressive 
mechanisation and the introduction of technical improveincnls with a view 
to reducing costs of manufacture. The success of the policy is borne out by 
the fact that today the costs of jirodiiction in India can be considered truly 
competitive. 

Barring the war period, when there was considerable difficulty in importing 
plant and machinery from abroad, the Company lias consistently adopted the 
policy of replacing worn out and obsolete units by new units of improved 
design. Tins process of continual replacements of obsolete and worn-out units 
is largely responsible for improved efficiency and reduced costs. Such a 
policy would not, however, have been possible if the industry liad been weighed 
down in its early stages of development by cheap imports from abroad. As 
exinnple,< of the old units replaced by new units may be mentioned the old 
coke ovens, “A” Blast Finnace. Blooming Mill, Bail Mill, hand-fired boilers, 

sulphuric acid plant, ete. 

> 

Of the various technical improvements effected in the plant from time to 
time may be mentioned the following: 

(1) Installation of coal-mixing bunkers in June 1935, which reiluced the 
cost of handling coking coal, facilitated blending and enabled better control 
of the coke plant. The Company is at present installing a coal washing plant 
at its Jamadoba Colliery in order to impi^ove the quality of the coal by reducing 
the ash content and thus reduce the consumption of coal in the Blast Furnaces. 

(2) Diversion of boilers Nos. 3 and 4 in Boiler House No. 2 from coal to 
blast furnace gas as a measure of fuel economy in 1046-47. 

(3) Installation of coke-breeze-fired boilers in 1944-45 as a measure of fuel 
economy. 



(4) Thv.^ use of more wind in the Blast Furnaces, use of limestone instead 
of dolomite as a flux, installation of gas cleaning plant and gas holder to reduca 
consumption of coal and to ensure more efficient fuel distribution. 

(5) Increased proportion of scrap to pig iron in the materials charged in the 
open hearth furnace. 


(G) The construction of an ingot mould yard at tlie 0. H. Furnace in 
October 1041 for the cleaning and setting of moulds and an ingot stockyard 
with an overhead crane in Kovember 1941 for the- handling and stocking of hot 
ingots. 

(7) Installation of normalising plant in the Plate Mill in 1935-36. 

(8) Changes introduced in 1047-48 in the process of pickling and annealing 
at the Sheet Mills resulting in increased production and reduced costs. 


(9) Complete re-organisation of the shops, revamping of old machine tools 
and installation of new machines in Machine Shops. 

(10) Installation of a chamber kiln at the magnesite brick plant In 1942-43 
in order to double the output of dead-burnt magnesite. 

The^ CompaiiN has at present under consideration various renovations and 
improvements to plant reconimendiMl by expert foreign consultants, consulted 
by the Company for tlie purpose. 

(iii) Oplimum utilisation of indigenous raw materials and by-products. 

The industry obtains all its raw materials from within the country and 
utilises them to the maximum extent possible. But for the existence of the 
steel industry a large part of the raw material resources would have remfdned 
unexploited. 

All the by-products whicli can be recovered in tlie manufacture of iron and 
steel are recovered by the Company and either consumed by itself or marketed. 
During the process of carbonisation of coal, large quantities of gases aie 
liberated from the coke ovens, which contain valuable by-products like coal 
tar, ammonia, benzol and its derivatives. At the Company s works, these 
by-products are separated from the gases and utilised for suitable purpose. 
Ammonia in the coke oven gas is converted into ammonium sulphate and the 
latter is sold as a fertiliser. Motor benzol and nitritable toluene are obtained 
from the Benzol Plant which was set up during the war time on the Company 8 
initiative, Government being prevailed upon to bear the capital expenditure 
involved. The plant is maintained and operated by the Steel Co. although 
Government pays the operating and maintenance expenses. Negotiations are 
in progress with Government regarding the purchase of the plant by the 
Compauv. Small quantities of other fractious such as benzene, xylene and 
solvent naphtha, have also been produced at different times. ilotor benzol is 
supplied to tlie motor companies in India whicli use it in automobiles after 
mi.'rin" it with petrol. Touleiie was used exclusively for tlie manufacture of 
high Scplosives during tlie uar. Coal tar is sold to distillers who obtain further 
valuable products therefrom. 

Tlie Company obtains by-products from its galvanising process also, suijh as 
ferrous sulphate and iron oxide pigment, and flux skimmings and zinc dross 
which are sold on the market. 

Qiirsfion 26.— //«?! the protection or asuistance received by our industries 
induced any substantial increase in the supply of 

(a) technical personnel required by the industries; 
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{h) t>]rt^lcd labour; 


(c) semi-shilled labour; 

{(]) a stnbli^ed industrial labour fitrca? 


Answer. — (a) Technical persn}inel required by the indiiHirij. — TIu- 
granted to the industry has undonhtodly pnAl)led it to increase tlie sn])]dy of 
tlie toclinical personnel re(|nired l\v it. In earlier years (he iiidu'^liy had to 
iiiipoi’t technical persomud from abroad. With a view to bringing about a 
propi-essive Indiani/ation of Itie techni<-al personnel, the (lompany set up a 
Teclinical Institute in .lanishelpur in 19*21 for the training of Indians for 
employment in responsible technical ])Osts. Kver since its inception the 
Institute luis turned out a regular steady stream of trained ni(‘talhirgists and 
engineers to meet the n?quiremenfs of the industry and has undoubtedly enrieln-d 
to some extent the meagre resources of the country in specia!i.sed technical 
personnel required by the steel industry and licavy industry generally. Thus 
the total number of covenanted employees which stood at 2*29 in 1921 now 
stands at only 18. The Company also lias a scheme under which rj'-students 
of the Tnstilute and others wlio show sullicient competence in their respective 
spheres of work are sent abroad to obtain further experience in other steel 
works. 

(b) it' (c) Shilled and semi--<t:illed labour . — Tlie existence of the st<-el iinliis- 
try and its progressive expansion under protection led to the creation and 
expansion {,f a labour force \\hi(di hatl aetpiired a degree of skill and speeialisii* 
tion in the industry. The establislnnent of the Teclinical Institute with a 
trade appronticesliip course for semi-skilled employees and the running of a 
Technical Night School for the employees have birther assisted in the creation 
of a large force of skilled and semi-skilled employees to fill positions of various 
degrees of skill and responsihilitv in the Works. 

(d) Stabilised industrial labour foree . — While the continuous expansion of 
the industry under iirotcction led to a steady increase in the lahom* foree, it 
also contributed to its stabilisation. Labour at Jamshedpur is thus less casual 
than in most other centres of industry, the labour turnover at Jamshedpur 
being comparatively low. Security of employment, liberal terms of service, 
the establislnnent of a 'steel town’ with every conceivable municipal amenity, 
the provision on n liberal scale of various welfare amenities such as free primary 
education for employees’ children, free hosjntal and medical treatment, housing 
at sulveconomic vents are for the most pari resj^onsiblc for the creation 
of a stabilised labour force at Jamshedpur. The establislnnent of the trade 
ap))reuticeship scheme and now tlie Training Centre have also assisted in the 
process of stabilisation, as it enables einplovees to look- forward to securing 
more skilled jobs after acquiring a certain amount of preliminaiT training. 

Queslion 27. — To what extent, if any, has industrial research been initialed 
and fostered by the protected and assisted industries'? 


Answer. — The Steel Company has always renlisevi the importance of research 
to the developnient of the iron and steel industry, and towards that end, under- 
took in the year 1986-37 the construction of a control and research laboratory 
at Jamshedpur which was completed in September 1937. Althougli the con- 
struction of the laboratory was under consideration since 1926, the work could 
not be taken up until after the Company had stabilised itself. 

Since then the Company has initiated research in various directions and 
at the outbreak of war, when imports of certain special types of steels practi- 
cally ceased, the Company was the only steel concern in India, possessing the 
necessary experienced personnel, equipment and research organisation to which 
the Government could turn for assistance for their requirements of special 
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lee is for war purposes. As a result of e-.tensive research conducted durina 
the uar >enrs the Company was ahle to develop and supply a wide ranee of 

Dhte’- l' ■ ? ‘'^1 such as bullet-proof atftiour 

plates, high speed steel for machine tools, chrome-molybdenum alloy steel for 

_ e nn,nnfactnre of the shot, nickel-chrome steel rounds for armour-piercing 

slHlls, special deep drawing quality steel for cartridge cases and for rifle and 

m.ichne gun inagaztnes. stainless steels for surgical instrument-s, etc. 
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cavt.cu UUL. Ofverai types or magnet steels were successfully produced. High 
Silicon .sheets were made for the electrical industries. 

\^ ith a view to reducing the dependence of the Indian steel industry on 
foreign sujiplics of ferro-alloys during tlie war years, the production of ferro- 
alloys like ferro-tungsten. fen-o-vanadium, ferro-boron and ferro-titanium waa 
(levelo]H*d. 

The lack of fundamental data on Indian clays and other refractoiw materials 
bad been a great drawback in the past. Since the starting of tlie Company's 
research laboratories, this deficiency has been made good to some extent and 
much useful information has been collected systematically and passed on to 
refractory manufacturers to enable tliem to improve the quality of bricks pro- 
duced hv them. Indian magnesite was at one time considered to be unsuitable 
for use in basic steel furnaces. The Company’s investigations on Indian 
magnesite liave now made it possible to produce its entire requirements of 
finished magne.site locally, tlie Indian magnesite being, in fact, preferred now 
to the foreign product. As the result of research canded out in this connection, 
the rompauv has developed (he production of metal-cased magnesite products, 
chrome magnesite brick, silica brick, etc. An entirely ncAV process has been 
developed for the mnmifactm*e of mullite refractories using cynnite, sillimanite 
and aiidalusite. India h'aving practically a monopoly of the first two. The 
Company has also developed superior types of mortars for high temperature 
work, which can now be made locally and do not have to be imported as 

before. 

.\mong the recent studies undertaken hy the metallurgical department of 
the Company were those on strain ageing characteristics' of steel made by the 
Open Hearth and Duplex processes, the use of electrolytic manganese in stain- 
less steel compositions, the diffusion of aluminium in copper and iron, the 
development of thermo metallurgical pi-ocess for the manufacture of feno- 
vanadium and feiTO-titanium. and on coal preparation by preferential commi- 
mition and separation of petrogi-aphical constituents. The Chemical depart- 
ment of the Coinpnnv conducted researches, on spectrochemical analysis of 
ferrous allovs bv tlie medium quartz spectrograph, spectroscopica determina- 
tion of carbon i'n ferrous alloys, analysis of metal and slag froni tlie reductmn 
of vanadium bearing iron ore, and semi-micro analysis of a bright coloured 

constituent separated from blast furnace. 

The Coal Blending and Coking Research Sub-Committee set up by the 
Council of Scientific and Industrial Research, has been working under the 
administrative control of the Steel Company and this sub-committee has done 
intensive researches into the properties of coal and coke and made usetu 
investigations into the possibility of using for industrial carbonisation pi^- 

poscs, inferior grades of coal after suitable blending with ® ’ 

In view of the shortage of good quality coking coal resources in the country, 

this sub-committee's work is of obvious importance. 

From the instances given above, it is clear that the Company has under- 
taken and developed research on a very extensive scale, particularly since the 
outbreak of the war and has achieved considerable success in this direction. 
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QufHlion '28.— Do you couxi.Jcr lluii the revenue tariffs impuncd in the^ past 
have had any appreciable effect un the yrowlli and dcrclopment of our ieaus- 
iries and on the course of oar export and import trade'! If so, ncould you 
illustrate your findiny with some examples drawn from the trade or industry 
of ivhich you have Unowledyc or experience'? 

Answer.— From upta -'ilst March 1947 most of our iruii ami stcc-l pro- 

ducts were protected hy the levy of 2 )rolcctive uu 2 )ort duties of var^\iiij^ exlent. 
Only from 1st April 1947 the protective duties were replaced by revenue duties. 
These revenue duties on iron and steel, wliich are levied liv (loveniuicnt for 
revenue i>urposes only, have had no effect ou the dcvelui)uieufc of our indus- 
tries or ou the export and import trade of the country. 

Since 1934, Govcniuieut levied an excise duty of Its. 1 per ton on steel 
ingots produced in tlie country for revenue purposes and levied a corresponding 
countervailing duty on imported sleel materials. The excise duty lias also 
not allected the industry adversely in any way and has given a steady source 
of revenue to Government. 

Question 2‘.K — {«) ll'/icf were the broad effects of the Tariff policy pur- 
sued by Government between 1923 and 1939 on the voilumc, character and geO“ 
graphical distribaticn of our (/} import, and (h) export trade? 

(6) To what extent was the reiaiire imporlanec of onr domeslie and foreign 
trade affected hy this policy daring this period? 

Answer . — .\s far as file ste'd iiv.lusfry is concerned, flu- lariti |><>li<-y |•m•slled 
by Goveniment during the period 1923 to 1939 consisted mainly in the levy of 
protective import duties on different steel materials on the rccommendali'ais of 
ad hoc Tariff Boards appointed for the purpose. The duties effectively piotec- 
ted the industry from cheap imports and helped it to grow from the stage of 
infancy to the full maturity it atitained by 1939. But for protection, the indus- 
try might have succumbed to dumping into India of steel from continental 
countries possessing a well-established steel industry of their own and the 
country might have lost a basic and strategic industrv of overwhelming imtional 
importance and would have lost the manifold incidental advantages flowing 
fro:a it. 


A feature of the tariff policy followed by Government during the period is 
the preference accorded to British industry in allowing entry of British pro- 
duct^ at lower rate? of revenue duty than those imposed on continental pro- 
ducts. Eve.i in the matter of protective duties on iron and steel products, the 
principle of differential scales of duties as between Britain and the Continent 
was it.ti'oduced in 1027 and was to some extent justified hy tlie compjiratividy 
higher prices of British products. The policy of preferential duties for British 
products inevitably led to the expansion of India’s im|>ort trade with tlie U. K. 
at the expense of Continental countries. One advantage which can legitimately 
be claimed for the policy of differential duties is that it reduced to some extent 
the cost which the consumers had on an average to pay for tlie imports. A 
policy of uniform duties on all imports would have meant that the consumers 
in India of protected steel materials would have been required to pay much 
high import duties on British imports at rates which were appropriate to the low 
pncea of Continental products. 


4 

An outstanding example of the principle of Imperial Preference followed bv 
Government in its tariff policy during the period is the supplementary Agree- 
ment pnder the Ottawa Pact entered into with U. K. in 1932. This provided 
ttat whUe sheets not made in the U. K. would he subject to an import dutv of 

wouht be subject to a duty of Rs. 53 per ton and those made in the IT. K. from 
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Indian sheet bar to an import duty of Es. 30 per ton. The agreement gava 
the necessary measure of preference to the British manufactui-er to enable him 

Continental sheet manufacturer in the Indian market 
without loss and also gave an mducement to him to extend his use of Indian 


The agreement fui*ther provided that in retum for the favour-able tariff 
treatment griuiti.-d to British galvanised sheets imported into India the U K 
would allow tliB free import of 30.000 tons per annum of Indian foundry iron and 
per cent, of tne requirements of the free market for basic iron, subject to 
a minimum of 700.000 tons a year. By agreement the supply of basic iron was 
lett to the bteel C-ompany and of foundry iron to other Indian companies. 

Iho armugeuieut regarding the export of pig iron worked satisfactorily but 
that legarding sheets was not free from complications. The Steel Company 
iiad entered into a consequential agreeineni with the Oriental Steel Company 
representing British producers, which provided that as far as possible, bho 
British iiiaiiulactureis would use Indian steel for the manufacture of galvanised 
sheets for India, subject to a monthly maximum of 7^000 tons and that the 
tonnage of sheets exporbed to India fi-om the U. K. w'ould be regulated accord- 
ing to the Tata Company’s estimate of tlie Indian demand. Actually, however, 
as the Indiau bars supplied were not always suitable in size for the different 
gauges of siieels made by the Jiritisli mamilucUirers and tiiere were othtr tem- 
porary complications arising from the effect on the market prices and demand, 
of merchants’ anticipating the agreement, the despatches to the U. K. averaged 
only ahoni 2,5(K) tons a month instead of the 7,UU0 tons a month as anticipated. 


The arrangements under reference were discontinued in 1934 in accordance 
with the recommendation of the Tariff Board, as the need of the ^Steel Com- 
pany tor thi.H particular outlet for ils steel no longer e.xisted to the same extent, 
the Company having extended its capacity for the production of sheets, and the 
growth of the ve-rolling industry having provided another outlet for its pro- 
duction of .steel. The Iron and Steel Duties Act, 1934, however, granted pre- 
ference on galvani-sed sheets of British manufacture, and, in retum for this 
preference, an assurance was obtained from the Government of the United 
Kingdom regarding the continuance of free entry of Indian pig iron 
and the grant of concessional treatment of Indian manganese in that 
country. In respect of all imports of iron and steel other than structurals and 
piafes of JEitisli origin, on winch no jnotective dutus were imposed, a preferen- 
tied margin of 10 ])er cent, uas allowed to the K. hv increasing tlie altern.i- 
live revenue dutv to 20 ]'er cent, in tiie case of non Britisli imports, an ad 
valorem rate of 10 per cent, being taken as the minimum revenue rate for iron 
and steel. 


In conclusion it may be mentioned that apart from the development of the 
Tata Iron and Steel Co., the coming into existence of the Steel Corporation * 
of Bengal and a number of re-rolling firms was also due to the protection grant- 
eri to I lie industry. 

Queiitiou .^0 , — Do you fhinh fhaf ihe drvdopmnif of any of the pro- 
tectei indnsiries was hampered by the policies pursued or the measures adop- 
ted by Gooernment with regard to matters other than protection? Please give 

ixamples. 

Answer. -Vs far as tlie steel industry is concerned we do not consider that 

dnrin'’ the period of protection the development of the industry was hampered 
by any measures adopted by Government with regard to matters other than 
protecMon. We do not, however, take into account in this connection the 
measures adopted by Government to deal with the abnormal situation during 
the war veai-s especially as protection liad ceased to be effective on the out- 
break of war. 
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APPENDIX I 
Burden of Protection 


The grant of protection to tlie Indian Steel Industry between i'.J-Jl and 1047 
is soinetijnes considered as having iinpose<l an undue huiden on the Indian con- 
•sumer. It is assumed that but for protection the foreign supplier of steel would 
have charged, and the Indian consumer would have paid, for steel f>upi)lios only 
the c. i. f. landed prices wtiliout the addition of the i>roleciive duty. 


2. The assumption is unlenablc, since if there had been no steel industry 
in India, the foreign suppliers would have charged, subject to conditions of 
international eom))etition, the maximum priees they could liave obtaineil, which 
would have been higher than c. i. f. landed prices without duty itctnally charged 
by them during the period of protection. The existence of international cartels, 
as in the case of the steel industry, had eliminated international competition to 
a large extent. Not only, therefore, did the consumer not bear any burden on 
account of protection but actually got his steel, including imported steel, at a 
lower price than what lie would have been required to jiay in the absence of the 
indigenous steel industry. 


3. Protective duties were introduced in 1924 and 
book till 31st March. 1047; protection had. however, 
since the outbreak of war in 1939. 


contimu’d on the slntiite 
ceased to lie tdfective 


4. Owing to the “discriminating jirotcction" granted by Government during 
this perioci. protective duties were fixed at as low a level as possible. Certain 
categories of steel like billets were made exempt from all duties — protective or 
revenue— excepting the countervailing excise duty, from 1034. Protective duties 
on mils, fish jilates and sleepers from all sources and structiirals and plates from 
the United Kingdom were only equivalent to the revenue duties. The consumer 
did not hear any burden in respect of these items. 

5. We have made delaihd ealenlations. which show that during the period 
1924-2.') to 103S-30 the henefits of protection (o the Tata Iron and Steel Com- 
pany calculated ou the basis of the difference between the onliance l duty pro- 
vided ns a result of protection and the nrevious revenue duty was Rs. lO'fil 
crores (as per state* jient annexed— Appendix II); against this the Company paid 
excise duty during this period amounliug to Rs. l-oB crores; the net gain \o the 
Company on account of protection was. therefore, only Rs. 0*03 crores. During 
the same jeriod, the Government of India obtninci Rs. 1(1*75 crores in the 
shape of the difference between the protective duties and the ordinary j’evenue 
duties and througli the excise duty. 

6. Even before protection was first granted, during the first World War the 
Tata Irou and Steel Company had supplied approximately 292.000 tons of steel 
to Government in the shape of rails, shell steels and other materials at an aver- 
age base price of less than Rs. 150 per ton. As the British Steel Works were 
busy with urgent munition works of their own, Government could have secured 
their requirements frem the United States only, which would have cost them 
at least Rs 200 more per ton. On the supply of 292.000 tons of steel, the 
fjovemment had mode a saving of about Rs. 6 crores. 

7. Similarly, during World War II the Tata Iron and Steel Co. alone sup- 
plied to Government three million tons of steel at war contract prices and but for 
the existence of the Steel Company, the steel materials could have been obtain- 
-ed only from the U. S. A. at an average price of Rs. 200 more per ton This 
would have cost the Government about Rs. 60 crores more than what they 
paid to the Steel Company. To mention but one instance, 20 000 tons of 
bullet-proof armour plates were supplied by the Tata Iron and Steel Company 
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at a price of Rs. 900 per ton to Government against the price of Rs. 2,000 per 
ton charged by the British manufacturers and Rs. 2,600 per ton charged by 
the American manufacturers. On this supply alone Government benefited to 
the extent of nearly Rs. 2-2 crores. 

8. The current prices of imix)rted steel materials in India are, on an average, 
Rs. 200 more per ton than the price paid to the main producers in this 
country. On a cuiTont production of about one million tons per year, therefore, 
the Indian consumers of steel including the Government save annually a sum 
of Rs. 20 crores. 

9. The consumers in the country have received back for the protective 
duties on steel paid by them, several times the amount through the low prices 
at which steel was supplied to them before, during and after the period of pro- 
tection. 
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appendix [I 



dcr 

on ncf'omi 

Benefit 
du© to 

protection* 

•ived by the 
it of proloet 

Ronntv 

• 

i 

( Vimpi^ny 
ion 

'lofHi 

' 1 

Afldilioiml rovcuiuc 

derived by Govern • 
niont from imporl 
duties on protect 
iron and .-teol 
fontcrinlft t 

•- “ 



Rs. lakhs 

Rs. Inkhs 

1^9, Inkhs 

Rs. lakhs 

1924-26 

• • 

• • 

IS-7 

06-2 

fts-o : 

120-3 

1926-20 

• • 


36-2 

70-9 

107! 

154 -5 

1926-27 

. • 


46 9 

72-6 

llf>-6 1 

1 

153-9 

1927-28 

• 


40-3 

• • 

4ti • 3 

136-4 

1928-29 

• • 


200 

• • 

20-0 

117-5 

1929-30 

• • 


48 1 

• • 

48 1 

93-7 

1930-31 

• 


68-0 

• • 

.58-0 

75-3 

1931-32 

• • 

1 

1 

84-2 

• 4 

84-2 

67-2 

1932-33 

• • 


94-0 

• • 

940 

63-2 

1933-34 

« • 

1 

100-6 


100-6 

42-6 

1934-36 

• « 

1 

92-8 

i 


92-8 

4S-2 

1936-36 

« • 


* 

77-7 


77-7 

30-4 

1936-37 

f 1 


i 61-3 


61-3 

21-3 

1937*88 

• 1 

* • 

1 21-6 

• • 

21 -e 

6-0 

1938-39 

• • 


61-6 

• • 

61-6 

2*8 



Total 

861-9 

208-7 

1060-6 

1126-7 

Excise duty paid ; — 








Rs. lakhs 





1934-36 

• • 

14-7 





1936-36 

• • 

36-2 





1986*37 

• • 

34-1 

• 

1 




1937-38 

• 

36-3 





1938-39 

■ • 

38-2 

1 

i 

1 



, Plus Excise dxjty 


Total 

157-6 

Les-s Excise duty paid 167 -6 

paid 167-5 


903-1 


1284-2 


I^3!f Bounty paid to 
the Co. 208-7 


NET 


1075-5 


• The benefit to the Company is calculated on the basis of production of protected matcrialK 
and the difference between the protective duty and the ordinary rovemio duty on such materials. 

t The additional revenue derived by Government is calculated on the basis of the imports 
of protected materials and the difference between the protective duty and the ordinary revenue 
duty ooa such materials. 

QlPD— 17 M. of Com^24.6.60— 460 
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